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ABC AFFILIATES
Market Chamel U.5. Heusehold
Market Rank® Station? Analog/Digital Coverage? Digital Mutticast Channel Website
Boston, MA 7 WCVB 5/20 21% TheBostonChannel.cont
Manchester, NH® WMUR 9/59 - WMUR com
Pittshurgh, PA 22 WTAE 4451 10% ThePittshurghChannel.com
Kansas City, MO 31 KMBC 977 08% TheKansasCityCharnel.com
Milwaukee, WI 34 WISN 12/34 08% TheMitwaukeeChannel.com
Wast Patin Beach, FL 38 WPBF 25016 7% WPBF com
Albuguerque, NM 45 KOAT 7121 06% KOAT.com
Oklahoma City, OK 46 KOCo 5/7 06% KOCO.com
Honoluht, Hi 72 KITV 4/40 04% TheHawaiiChannel.com
Portland-Auhurn, ME 74 WMTW 8/A06 04% WMTW.com
Omazha, NE 75 KETY 7120 04% KETV Weather Now KETV.com
Jackson, MS 87 WAPT 16/21 0.3% WAPT.com
Fort Smith/Fayetteville, AR 102 KHBS a0/21 0.3% 4029TV.com
KHOG 29115
NBC AFFELTATES
Market Channel U.S. Honseheld
Market Rark Station Analoy/Digial Coveraga™ Digital Multicast Channel Website
Qriando, FL 12 WESH 2011 13% WESH Weather Plus WESH com
Sacramento, CA 20 KCRA 3/35 1.2% KCRA Weather Plus KCRA com
Baltimore, MD 24 WBAL 11/59 1.0% WBAL Weather Plus WBALtv.com
Cincinnati, 04 33 WLWT 535 08% WLWT Weather Pius WLWT.com
Greenville, SC gL WYFF 4/59 07% WYFF Weather Phys WYFFd.com
Lancaster, PA 41 WOAL 8/58 0.6% WGAL Weather Plus WGAL.com
Greenshoro, NC 47 WXII 12/31 06% WXIT Weather Plus WXII12 com
New Orleans, LA 54 WDSU 6/43 0.5% WDSU Weather Plus wWDSU.com
Plattsburgh, NY/Burlington, ¥T 90 WPTZ 5/14 03% WPTZ Weather Plus WPTZ.com
WHNNE 31/25 WNNE Weather Plus
Manterey-Salinas, CA 124 KSBW 8/10 0.2% KSBW Weather Plus TheKSBWchannei.com
CBS & OTHER AFFILTATES®?
Market Chanpel U.S. Household
Market Rank' Station™ Analog/Digital Caverage™ Digital Multicast Channel Website
_ouisville, KY 48 WLKY {CBS) 32/26 06% WLKY.com
Jes Maines, [A 73 KCCI (CBY) =TEN 04% KCGL Weather Now KGGleam
lampa, FL 12 WMOR {IND} 3219 16% MoreTV32.com
Jrlando, FLS 19 WKCF {CW)} 18/17 13% Cwi8Tv.com
Sacramento, CAH 20 KOCA (MNT) 58/46 — Wy58.com
Cansas City, MQ™ 31 KCWE (CW) 29/31 — TheKansasCityChannel.com
ADIO STATIONS
Market
Aarket Ranit Format Call Letters Dial Pesition Website
laltimore, MD 21 NEWS/TALK  WBAL-AM 1090 WBAL com
ROCK WIYY-FM 979 980nline.com

NVESTMENTS AND STRATEGIC ALLIANCES

nternet Broadeasting Systems, lnc.

ipe Digital Entertainment

(www.ibsys.com)
{www.ripedigital.com)

daatherPlus.com

1) Market rank is based on the relative size of the DMAs (defined by Nielsen, for TV, and Arbitron, for radie, as geographic markets) among the
210 generally recognized DMAs in the LLS., based on estimates for the 2006-2007 season. Householtd coverage is hased on Nielsen estimates,

Y ABC refers to the ABC TV Network; CBS refers to the CBS TV Network; IND refers to an independent station net aftiliated with a network;
NBC refers to the NBC TV Natwork; CW refers to The CW Netwack; and MNT refers ta the M\,'NetworkTV Netwark.

i) The Mielsen estimates group data for Manchester, NH under the Boston DMA

1} The following stations share DMAs: WESH and WKCF (Crlando); KQCA and KCRA. (Sacrmnento) KCWE_véﬂfl '|<I'\;'IBC;_(Kaus.as‘City).- Nielsen counts

audience reach in these DMAS only once for these station combinations.




© Letter to Our Stakeholders ™

 Dear Fellow Stakeholders:

The strong competitive performance of so many of our television stations helped us achieve
) extremely favorable financial performance in 2006, and enhanc‘ed our standing as ‘one of
America's preeminent television companies. Reported revenues of $785 million grew 11% over
2005. Political ad spending on our stations was a record high of $88 mllhon and we also
captured vecord levels of Olymplcs advertising on our NBC stations for the Winter Games
in Turin in February 2006. Net income of $98,723,000 equates to $1.06 earnings per share.”
The effect of new stock-based compensation expense, recorded for the first time in 2006,
was $7.6 million, or $0.05 per share, on an after-tax basis. In comparison, the EPS of $1.08

" we reported in 2005 did not reflect stock-based compensation expense and benefited from

$0.20 per share of speciél items. Therefore, we believe our 2006 results speak to the strength
. of our core business, the emerging promise of our-new initiatives, and our bright prospects for
. the future.
Yesterday, today and tomorrow, the success of our endeavors is determined by the work of
our talented employees in news and content development, in marketlng ‘and sales, in engmeer—
ing and production, and in administration. We are proud that our compary is recognized asa
"destlnatlon employer for television professmnals The achievements, recogmtlon and awards
that came our way in ' 2006 area testament to the’ extraordmary work that s done every day
at Hearst- Argyle statlons ' !

In the past year, WBALTV, Baltimore, captured a préstigious du Pont-Columbia Award for
Investigative Journalism. KMBC-TV, Kansas C|ty, WISN-TV, Milwaukee; and KOCO-TV,
Oklahoma City, tied for the number-one ranking among’all ABC affiliates nationwide in the
.November Nielsen ratings-——an unprecedented performance that's indicative of how strong
localism, news leadership, andpopular entertainment programs enable broad-based market
ratings leadership. These, and many more of the Hearst- Argyle stations, are perenmally
cited as among the best i in America, including WCVB-TV (ABC), Boston; WMUR-TV (ABC),
Manchester: WGALTV (NBC) Lancaster/Harnsburg, KCCITV (CBS) Dés Moines; and KCRA—‘
TV (NBC) Sacramento.




Of particular note is the recognition our company-and stations have achieved for excellence in
political journalism. In an unprecedented. fourth consecutive year, Hearst-Argyle Television

was the recipient of the Walter Cronkite Award from the University of Southern California’s

Annenberg School for Communication. And three of our stations—WBALTYV, Baltimore;
WGAL-TV, Lancaster; and WESH-TV, Orlando—were individual recipients of Cronkite Awards,
as well. The success we've enjoyed in generating significant political revenues during each

election cycle is the byproduct of the outstanding work by our journalists who provide

comprehensive and compelling coverage of their local political stories.

The election campéign for 2008 is already-under way and we are é'gain committed to making
the local election stories a centerpiece of our stations’ local news service. It is apparent that
political spending will be at record-high levels beginning in late 2007, and carryirig foryvard
throughout 2008. We expect that our stations—so well positioned as local news leaders and
so associated with political reporting—will benefit significantly in the 2008 election cycle.
Of particular note is the important role played by WMUR-TV, Manchester New Hampshire;
and KCCI-TV, Des Moines, Iowa. Both of these stations serve states that are highly influential

in the determination of presidential nominees. The engagement, experience and credibility of -

our stations’ journalists benefit not only our local viewers, but also help illuminate the stories
of the candidates and the issues for national audiences as well.

Importantly, in 2006 we continued to make progress on one of our key strategic priorities:
expanding locally in our largest markets. We identified a strateglcally compelling television
investment opportunity in 2006, acquiring WKCF-TV, the CW affiliate in Orlando, for $2175
million, to create a powerful duopoly in an attractive growth market with WESH-TV, our NBC
affiliate serving Orlando and Daytona Beach. We now operate television duopolies in Boston
(WCVB-TV and WMUR-TV), Orlando (WESH-TV and WKCF-TV), Sacramento (KCRA%TV and
KQCA-TV), and Kansas City (KMBC-TV and KCWE-TV), four of our six largest markets. And
in Baltimore, the WBALTV, WBAL-AM and WIYY-FM trio of stations enjoys extraordinary
success and dominance in a very competitive market environment.

Nain

The pace of change in the med|a space, and |n the television busmess in bartlcular contmues

to accelerate. Companies and managements are being challenged to identlfy new strategies

for- growth while continuing to harvest the opportunltles inherent in. traditional businesses.

that will drive returns and fund future initiatives.

As dlstnbutlon opportunities expand,.providing us with more ubnqu:tous ways to stay in touch
with our audiences, so too do our business opportunities. We have been increasingly effective
in our ability to monetize the popularity of our content via the process of retransmission




consent inegotiations with program distributors, such as direct-broadcast satellite operators,’
cable system operators, and the telecommunications companies who are accelerating build-
out of digital fiber-optic television services. In 2006 we completed our first-ever agreements
with Verizon for its FiOS-service, and with AT&T for its U-verse service, covering a number of
our markets. And, although retransmission consent negotiations have only recently received
significant national publicity, we have received cash compensation, separate from advertising
commitments, for the right to redistribute our local news and entertainment programming
since 2000 and have expanded on public disclosures this past year to highlight this new
revenue stream. For 2006, retransmission consent revenue totaled nearly $18 million,
up materially from $6.8' million’in 2005. Overall; we have eéxisting retransmission consent
agreements covering approximately 95%-of our national coverage “footprint.”<In 2008,
2009 and 2010, we'll be on to the next round of retransmussron negotiations with our most
significant distributors, 1 A

The next geﬁération' of télevision is unfolding before our eyes. Today our local station brands
continue to resonate every Hay with local viewers—on-air, as always, but also on-line. The
essence of the local television service our stations provide—engaged, local journalism and a
persanal connection with our’ communities—is now an on-demand product. Our news and
" entertainment programs typically attract high leadership ratings, and our focal websites now
_ reach millions of users every day in pursuit of timely, in-depth news, weather, local sporis;
entertainment and community content.

~ We are aggressively advancing our efforts'in digital_ media; focusing on video broadband
initiatives, television multicasting products, and mobile distribution of our proprietary content,
and-we have reorganized our management structure to encourage. and.support growth
objectives. Our 38%-equity interest in Internet Broadcasting is highly strategic for us. We:
foresee continued growth and development from IB that will beneflt our stations and enhance
the value of that company for its shareholders : :

.In 2006, Hearst- Argy|e's netwbrk of local websites served 1.3 hillion page views and 38
million video streams to an average of four million monthly unique visitors. And we provided
our growing list of advertisers with an exciting and impactful marketing vehicle, fully comple-
' mentary to our television advertising platforms.

We continue to see s‘ignific.ant opp(‘)‘rt'unity in the development of our Internet information
products and our new digital multicast television products, which benefit from the extra-
ordinary brand equity our statlons have cultivated over many decades The High Definition
production of our award-winning ‘program “Chronicle” and our newscasts at WCVB-TV,




Boston, and KCRA-TV, Sacramento; the enhanced video capability of our local websites; and
our recently launched-digital weather channels are all examples of the ways Hearst-Argyle
stations are leading the next generation of television.

Our company is fortunate indeed to have such a committed group of employees, working so
hard to compete and achieve success at each of our stations. We offer our appreciation and
thanks to all of our talented colieagues. And thanks as well to our Board of Directors for
their encouragement, support and guidance. A company-wide commitment to the highest
standards of integrity, good gbvernance, and full compliance in respect to all of our social,
legal and financial and regulatory responsibilities is a cornerstone of our company culture, and
most certainly contributes to our success and leadership in the television industry.

And we offer a special word of tharks to the men and women of our New Orleans station,
WDSU-TV, who have worked valiantly to rehuild the station in the wake of Hurricane Katrina,
in impressive fashion. As a result of these efforts, and those of people throughout New Orleans,
WDSU-TV helped iead efforts of recovery and rebirth in 2006. We commemorated Katrina's
first anniversary on all our stations last fall with a pair of documentaries, "Seven Days That
Changed New Orleans,” recounting the week of Katrina as experienced by the people of
WDSU-TV, .and "Seong for New Orleans,” celebrating the city's musical rebirth. More on these
specials can be found on our corporate website, www.hearstargyle.com.

We believe our company is among the best positioned and best capitalized companies in the
television station business. Our brands are strong. Our content is typically among the most—
if not the most—popular in a given market, and we have the advantage of scale in very
attractive communities around the country. We have talented local management, sound
financial fundamentals, including an investment grade balance sheet. Most importantly, we
have a vision of—and a running start on—the digital media opportunities that will be growth
drivers for us in the years ahead.

Very best regards,

David J. Barrett Victor F. Ganzi
President and Chief Executive Officer Chairman of the Board
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FORWARD-LOOKING STATEMENTS |
This report includes or incorporates forward-looking statements. We base these forward-looking

statements on our current expectations and projections about future events. These forward-looking
statements generally can be tdentified by the use of statements that include phrases such as “anticipate”,

LI 11 LN 14

“will”, “may”, “likely”, “plan™, “believe”, “expect”, “intend”, “project”, “forecast”

¢ Changes in Federal regulatlons that affect us, mcludmg changes in Federal
regulatlons Th

. Local regulatory actions and COHdltanS in the areas in whlch our statlons operate;

t
.

e Competition in the broadcast telewsmn markets we serve

» Our ability to obtain quality programming for our television stations; |
* Successful mtegratlon of television stations we acquire; '

» Pricing ﬂuctuatlons in local and national advertising;

» Changes in national and regional economies;

* Qur abi(ity to service and refinance our outstanding debt;

e Changes in advertising trends and our advertisers’ financial condition; and

e Volatility in'programming costs, industry consolidation, technologncal developments, and major

world events.

For a discussion of additional risk factors that are particular to our business, please refer to Part I,
Item 1A. “Risk Factors” begmnmg on page 17. These and other matters we discuss in this report, or in the
documents we incorporate by reference into this report, may cause actual resuits to differ from those we
describe. We undertake no obligation to update or revise any forward-looking statements, whether as a ..

result of new information, future events or otherwise.

or other such similar
words and/or phrases. For these statements, the Company claims the protection of the safe harbor for -
forward-looking statements contained in the Private Securities Litigation Reform Act of 1995. The
forward-looking statements contained in this report, concerning, among other things, trends and
projections involving revenue, income, earnings, cash flow, liquidity, operating expenses, assets, liabilities,
capital expenditures, dividends and capital structure, involve risks and uncertainties, and are subject to
change based on various important factors. Those factors. mclude the lmpact on our operatlons from

communications Iaws or
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v . PARTI
ITEM 1. BUSINESS ,
General , . - "

Hearst-Argyle Television, Inc. (the “Company” or “we”) is one of the country’s largest independent,
or non-network-owned, television station groups. Headquartered in New York City, we own or manage
29 television stations reaching approximately 20.2 million, or approximately 18.1%, of television
households in the United States. Our 13 ABC-affiliated television stations, which reach 8.3% of U.S.
television households, represent the largest ABC affiliate group. Our 10 NBC-affiliated television stations,
which reach 7.2% of U.S. television households, represent the second largest NBC affiliate group. We own
two CBS-affiliated television stations, one CW station and one MyNetworkTV station, and we also manage
one CW station and one independent station for The Hearst Corporation (“Hearst”). Our primary
objective is to maximize the revenue and profits of our media properties by optimizing audience ratings
and market share. We believe that local news leadership, the effective showcasmg of network and
syndicated programs, and serving our local communities, drive market- -competitive ratings, revenue share
and station and Website profitability. We are a leader in the convergence of locat broadcast television and
the Internet through our investment in, and operating agreement with, Internet Broadcasting, which
operates a nation-wide network of television Websites. Our stations’ Websites typically provide news,
weather, community information, user generated content and entertainment content to our audience. Qur
stations’ Websites attracted a combined average of 3.9 million unique viewers and generated 106.9 million
average page views per month during 2006, Also, as part of our ongoing initiative to explore additional -
uses of our digital spectrum, 12 of our stations broadcast additional channels on a multicast stream in
addition to their main digital channel. Qur NBC-affiliated stations multicast the NBC Weather Plus
Network, the first ever 24/7, all digital, local and national broadcast network, and two-of our other stations
launched similar station-branded multicast weather channels in 2006, We also manage two radio stations
which are owned by Hearst.

We provide, through our local television stations, free over-the-air programming to our local .
communities. Our programming includes three main components:

» programs produced by networks with which we are affiliated, such as ABC’s Grey 's Anatormy, NBC’s
Law and Order and CBS’ CSI: Crime Scene Investigation, and special event programs like The
Academy Awards the Olympics and the Super Bowl;

]

s programs that we produce at our stations, such as local news, weather, sports and entertainment;
and

» first-run syndicated programs that we acquire, such as The Oprah Winfrey Show and Entertainment -
Tonight. '

In keeping with our commitment to serve the public interest of the local communities in which we
operate, our television stations and Websites also provide public service announcements and political
coverage and sponsor community service projects and other public initiatives

l)'

Our prlmary source of revenue is the sale of advertising to advertisers. We seek to attract advertising.-
customers and increase our advertiser base by delivering mass audiences in key demographics, primarily in
the top 75 U.S. television markets as measured by Nielsen Media Research. We also seek to attract our.
television audience by providing compelling content on multiple media platforms. We provide leading local
news programming and popular network and syndicated programs at each-of our television stations, 20 of
which are in the top 50 U.S. television markets. In addition, we seek to make our content available to our
audience as they use additional content platforms, such as the Internet and portable devices, during their
day. We stream a portion of our television programming, including our news and weather forecasts, and we




-

. publish commumty information, user. generated content and entertainment content on our stations’
"Websites. In certain markets; we have also established a mobile presence for our stations’ Websites. We -
“believe that aligning our content offerings with audience media consumption patterns in this manner .
‘ultimately benefits our advertisers. Our. advertisers benefit from a varicty of marketing’ opportunmes g
including traditional spot campaigns, community events ‘and sponsorships at our television stations, as well
“ason our stat1ons Internet and/or moblle Websrtes enabhng them to: reach our audience in multiple ways.

-~

. We believe that excellence in news coverage is a key determinant to developmg a loyal audience,
which is' instrumental to a station’s competitive, operanonal and financial success. We focus on the
coverage of-local and national issues, breaking news, accurate and timely forecasting of local weather
conditions-and the latest information at times of emergencies, as well.as coverage of political issues,

. candidates, debates, and elections. We typically rank either-first or second (in total household ratings and

_ by share of demographic audience; adults aged25-54) in local morning and evening news programs in at
least 19 of the 25 markets where we produce news: In addition;our television stations have been
recognized with-numerous local, state. and national awards for outstandmg news-coverage.. Our stations -
have received numetous honors in recent years; ‘including thre€ consecutive Walter Cronkite Awards
bestowed by the: Umversrty of Southern California’s Annenberg School for. Commumcatlon Edward R.
Murrow Awards,' George Foster Peabody -Awards; Alfred - duPont Columbia Awards, National Headliner
-Awards the NAB Service to America Award as well as numerous state and local Emmy and Assocrated

- Presshonors ‘ _' L : = , Lo .t

R T -, R - : oot g
We believe that caprtal:zmg on the opportunities afforded the telewsron mdustry by digital media,

such as digital muln-castmg, streaming on broadband, video-on-demand and mobile’ and other portable

devices, is important to our future success. We devote substantial-energy and resources to mtegratlng such .

‘media into our business and 'seek investment opportumtres in compames which we beliéve are well— ‘

positioned for emergrng trends in dlgrtal medla oo - :

.For the year ended December 31, 2006 we had revenue of $785 4 mllhon employed 3,312 full time
and- part -time employees and operated in 25 U S. markets Inforrnanon about our fmanc1a1 results is
- discussed under Item7 “Management 8 D1scussmn and Analysm of Fmancral Condition and Results of
' Operatlons” begmmng on page 32, and presented under Item 8 “Fmancral Statements and Supplementary
Data” begmnmg on Jpage 50 o } .

- S

ot Hearst Argyle is’ mcorporated under the laws of the State-of: Delaware Our prmclpal executwe offices
are located at 300 West 57™ Street, New York, New. York 10019, 4nd our main telephone number at that
address is (212) 887-6800. Our Series A Common Stock i is llsted on the New York Stock Exchange under
' thé ticker symbol “HTV” : .

L . R P --!’.

i W

CompanyBackground L ; ";, A :;'.. "_ SR N
. Hearst-Argyle Television, Inc was formed in August 1997 when Hearst combmed its televrsron e
broadcast group and related broadcast operatlons (the “Hearst Broadcast Group”) with those of Argyle |

Televrslon Inc. (“Argyle”). .

-

Founded by ‘William Randolph Hearst in 1887 The Hearst Corporat1on entered the broadcastmg
busifiess in-1928 with its" acqursmon of radio station WSOE in Milwaukee, Wisconsin. In 1948, Hearst
launched its first television station, WBAL TV, in Baltimore; Maryland, which was the nation’s* -

- 19" television station: Thiat same year, WLWT(TV), in Cincinnati, Ohio, later to become an Argyle
station, was launched as the nation’s 20" television station-and WDSU(TV) in New Orleans, Loursaana S
later to be acquired by the Pulitzér Publlshmg Company, was launched as ‘the.nation’s 48" television
station. By 1997, when Hearst'and Argyle combined their broadcast operations-to form our company, the
_two companies’ had a combmed total of 15 owned and managed televrsion stations and two managed radio

e

statlons : . Setmn o




Since that time, we have acquired additional.television stations through asset purchase, asset exchange -
or merger transactions, including merger transactions in 1999 with Pulitzer Publishing Company, in which.
we acquired nine television stations and five radio stations, and with Kelly Broadcasting Company, in '
which we acquired our television stations in Sacramento, California, and a three-party asset exchange
transaction in 2001 pursuant to which we sold three Phoenix, Arizona radio stations and acquired- . .
WMUR-TV, Manchester, New Hampshlre In 2004, we purchased an ABC affiliate, WMTW-TV, in. .
Portland, Mame and in 2006 we purchased a CW afﬁhate, WKCF(TV) m Orlando Florida.

We also have a strateglc equity investment.in Internet Broadcastlng Systems Inc (“Intemet
Broadcasting”). Each of our stations has a Website for which certain services and content are produced
and managed by Internet Broadcasting. Our stations™ Websites typically provide news, weather, community
information, user generated content and entertainment content. These Websites are part of a nation-wide,
network of local Websites that we and Internet Broadcasting have built with other television station- !
groups. The Internet Broadcasting network provides local Internet coverage of 57 markets, reaching 65% -
of U.S. households. We also have a strategic equity investment in Ripe Digital Entertainment, Inc:

(“Ripe TV”), an advertising-supported free digital video-on-demand program service for distribution via
multiple platforms, including digital cable, broadband, and cell phones.-In addition, we have a minority
interest in the Arizona Dramondbacks major league baseball team, which we acqulred in the Pulitzer - *
transactlon . . A o - g ) !

As of February 15, 2007, Hearst owned, through its wholly-owned subsidiaries, Hearst I-loldlngs Inc.,

a Delaware corporation {(“Hearst Holdings), and-Hearst Broadcasting, Inc.;-a, Delaware ‘corporation

_ (“Hearst Broadcasting™}, 100% of the issued and o'utstanding shares of our Series B Common Stock, par
value $:01 per share, (the “Series B Common Stock,” and together with our Series A Common Stock, par
value $.01 per sharé, the “Series A Common Stock,” the “Common Stock”) and approximately 52.9% of .-
the issued and outstanding shares of our Series A Common Stock, representing in the aggregate - .
approximately 73.75% of the outstandlng voting power of our Common Stock (except with regard to the
election of directors, which is dlscussed below), On Febriary 15, 2007, Hearst Broadcasting also owned
500,000 Series B Redeemable Convertible Preferred Securities due 2(}21 that were issued by Hearst Argyle
Capital Trust, our wholly-owned substdrary trust. Hearst Broadcastmg may convert the Series B '
Redeemable Convertible Preferred Securitiés into 986,131 ‘shares of our Seriés A Common Stock, .-
representing in the aggregate approximately 1. 9% of the outstanding voting power ‘of our Common Stock *
(except with respect to the election of directors, which'is discussed below) as of February.15, 2007. Because
of Hearst’s ownership, we-are considered a “controlled company” under New York Stock Exchange rules. -

Hearst Broadcasting’s ownership of our Séries B Common Stock entitles it 16 ‘elect as a class all but*
two members of our Board of Directors (the.“Board”). The holders of our Series A Common Stock are **
entitled o elect the remaining two members of our Board. When Hearst combined the Hearst Broadcast
Group with Argyle in August 1997, Hearst agreed that, for purposes of any vote to elect directors and for
as long as it held any shares of our Series B Common Stock, it would vote any shares of Series: A Common
Stock that it owned only in.the same proportron as the shares'of Series A: Common Stock not held by
Hearst are voted in the election. =~ oy

The Stations S T L o U o . o,
We own 26 television stations. In addmon we manage three tele\flsmn stations (WMOR-TV in .
Tampa, Florida, WPBF(TV) in West Palm Beach, Florida and KCWE(TV) in'Kansas City, Missouri) and
" two radio stations (WBAL(AM) and WIYY(FM) in Baltimore, Maryland), all of which are owned by -
Hearst. Of the 29 television stations we own or manage, 20 are in the top 50 of the 210 generally . &
recognized geographic designated-market areas (“DMAs”) according:to Nielsen Media Rescarch

(“Nielsen”) estimates for the 2006-2007 television broadcasting season: . -




i )
The following table sets forth certain information for. each of our owned and managed teleVISlon

statlons as of December 31 2006 S et S e S

. P ' ] LT , . o s . .

Vi . T R ‘ I ,“‘_1 , o - ) . Percentage

‘: ' . . ,,J. vk . |_',. . N ..‘,_. B Of U.S.
. - . T S .Market' Network .. Analog Digital . Television *
Station v L ' Market Rank(l) .Affiliation(2) -Channel Channel{3). Households(4)
WCVB........ . Boston,MA _ ,. . ., 7 . ABC . 5 . 20. . 2130%

WMUR........ ; Manchester NH(S) 7. . ABC . 9 o588 ., —
WMOR ........ Tampa, FL . . .| . 12 IND. 32 19 '.1577%
WESH,.........  Orlandg, FL’ o 19 " NBC, T 2 1 1.254%

“nccriﬁ...g“. _Orlando, FL{6) ) B CR o 18, 17 =
KCRA ........., Sacramenio,CA, ~ '~ 20 . NBC. 3,035, 1229%

KQCA ......... Sacramento CA(?) ) 20 . MNT, . = 38 46 . —
WTAE ......... Ihnsburgh PA° . | .22 . ABC 4 51 7 1045%
WBAL......... Baltimore, MD, ‘ 24 . NBC 1159 0.985%
KMBC........ . - Kansas City, MO 31" ABC "9 7 0.820%
KCWE......... 'Kansas City, MO(8) 310 e CWo. o 29 - 3t —
WLWT......... Cmcmnatl OH 33 "NBC L. 35 0.797%
WISN.......... Milwaukee, W1 34 ABC 12 34 0.793%
" WYFF ......... Greenvilte, SC 36 NBC 4 59 . 0.742%
- WPBF........:. -WestPalm Beach, FL - 38 “ABC . - 25 ¢ 16 " 0.693%-
. WGAL......... ‘Lancaster, PA 41 NBC 8 - 58 v - 0.641%
KOAT ......... Albugquerque, NM 45, ABC . T 21 . 0.595%
KOCO......... Oklahoma City, OK . 46 ""ABC 5 ., 7. .0595%
WXII .......... Greensboro, NC 47  NBC 12 3 0.593%
WLKY ..i...... + ‘Louisville, KY ' 48 - 't "CBS 32 26 - . 0.582%
WDSU......... New Orleans, LA 54  NBC 6 - 43 7 0509%
KITV ....... .., Honolulu, HI 2. . ABC. ., .. 4 . 40 0.376%
KCCI.......... Des Moines, IA 73 CBS 8 3 0375%
- WMTW ........ Portland-Auburn, ME 74 -  ABC 8 . 46 0.367%
"KETV.......... Omaha, NE** "5 ABC 7, 2 " 0.362%
WAPT ......... Jackson, MS - 187 ABC - 16 21 0309%
- WPTZ/WNNE .. Plattsburgh, NY/ R o
Burlington, VT .90 'NBC . 5/31  -14/25 ~ 0.294%"
_ KHBS/KHOG. .. ° Fort Smith/ T I oot e
"' Fayetteville, AR 102 ABC 40/29° " 21715 0.252%
KSBW ......... Monterey- -Salinas, CA " 124 ‘NBC 8 “ 10 - 01196%

 TOTAL. . L eeenerid oL 1811L%

§))] Television market rank is based on the relatwe size of the DMAs (defmed by Nielsen as geographlc .
markets for the sale of natlonal “spot” and local advemsmg time) among the 210 generally recogmzed

. DMAs in the United States based on Nielsen estlmates for the 2006 2007 season. " !

(2) ABC refers to'the ABC Television Network; CBS refers toithe CBS Television-Network; IND refers -
to an independent station ot affiliated with a network; NBC refers to the NBC Television Network
CW refers to The' CW Network formed by the 2006 merger-of the UPN.and WB networks; MNT ..
refers to MyNetworkTV ]aunched in 2006 by the Fox Broadcastmg Company. .4

" (3) Our television stations are required to transition from analog television service to digital television
service by February 17, 2009. At present, all of our stations are operating both analog and digital
_ channels (with the exception of WDSU, which is in the process of reconstructing its digital

o




transmission facility due to damage sustained from Hurricane Katrina, and KMAU (satellite of
KITV), which is permitted to flash cut to digital on its current analog channel at the end of the digital
transition). At the end of the transition, each station must operate with only one digital channel;
however, this channel may be subdivided into several sub-channels containing different content. In
2005, each station was required to elect a channel for operation afiér the digital transition. The

‘elected channel is either the station’s clrrent analog-channel, current digital channel, or it may be a

new channel. The FCC has tentatively approved the channel clections of each of our stations.
Notwithstanding a station’s ultimate digital channel, during and after the dlgltal transition, stations
may maintain their local brand identification associated with their ana]og channel number through use
of the Program and System Information Protocol (“PSIP”). In general and as required by the FCC,
PSIP works in‘conjunction with digital receivers and associates a statlon s digital channel with the -
station’s analog channel number. For example WCVB, which operates on analog channel 5 and
digital channel 20, uses channel 5 as its “major” PSIP channel, and viewers access the station’s digital

“channel by tuning to channel 5 on thelr digital receivers. Due to PSIP the fact that WCVB’s digital

* station technically operates on channcl 20 is not apparent to the v1ewer

“)
)

(6)
™)

®

Based on Nielsen estimates for the 2006 2007 season.

Because WMUR and WCVB are in the same DMA, the FCC counts audnence reach in this DMA -
only once for the two stations.

Because WESH and WKCEF are in the same DMA, the FCC counts audlence reach in this DMA only .
once for the two stations, . o

Because KQCA and KCRA are in the same DMA, the FCC counts audlence reach in this DMA only
once for the two stations.

Because KCWE and KMEC are¢ in the same DMA, the FCC counts tludience reach in this DMA oniy

- once for the two stations.

" The following table sets forth certain information for each of our managed radio stations:

Market
Station : Market Rank{1) - Format

WBAL(AM)............. Baltimore, MD(2) 21 . News/Talk
WIYY(FM) ............. Baltimore, MD(2) 21 , Rock

(1)

@

determined by the parties, or by an independent third-party appraisal, subject to certain specified

Radio market rank is based on the relatlve size of the Metro Survey Area (clefmed by Arbitron as .
generally corresponding to the Metropolitan Statistical Areas, defined hy the U.S. Office of
Management and Budget) for Arbitron’s Fall 2006 Radio Market Report.

‘We manage WBAL(AM) and WIYY(FM) under a management agreement with Hearst.

We have an opuon to acqunre WMOR-TYV and KCWE(TV) from Hearst, at their fair market value as

+

~ parameters (and we may withdraw any option exercise after we receive the third-party appraisal).
However, if Hearst elects to-sell either station during the option period, we will have a right of first refusal
to acquire that station substantially on the terms agreed upon between Hearst and the potential buyer. We
also have a right of first refusal to purchase WPBF(TV) if Hearst proposes to sell the station to a third
party We will exercise any option or right of first refusal related to these propertles by action of our
independent directors. The option periods and the rights of first refusal expire in December 2007.

?




Network Affiliations

General. Twenty elght of our 29 owned or managed telev151on stations af¢ affiliated with one of the
following networks pursuant to a network affiliation agreement ABC (13 stations), NBC (10 statrons)
CBS (two stations), CW'(two statrons) ‘and MyNetworkTV (one statron) WMOR TV i in Tampa, Florlda E
currently operates as an independent station. : ,

Each affiliation agreement provides the affiliated station with the right to broadcast all programs
transmitted by the network which constitute apprornmately 14 hours of programming on a typical weekday
on our ABC, NBC and CBS stations. In return, the network has the right to sell a significant portion of the
advertising time during those broadcasts. The duration of a majority of our stations’ affiliations wrth their
networks has excéeded 40 years and, for certain stations, has continued for mote than 50 years Our two .
radio stations also have an affiliation agreement with a network that provides éertain content'(eg., flews.

.and sports) for the stations. However, our radio stations are less dependent on therr affrllatlon agreements
for programming. * ‘

Network Compensation.  Historically, broadeast television netwo'rks have paid compensation to their
affiliates, prtmarrly in exchange for the broadcasting of network programmmg In recent years, network
) compensatlon has been reduced and in the future may be eliminated. Our affrhatlon agreements with NBC
and CBS. provrde fot compensation that is weighted toward the first part of the term and declines to Ze10 |
by the end of the term. In addition, more recently established networks generally have paid little or o cash
compensatron for the clearance of network programmmg ‘or have requrred payment from their affrhates

ABC. The term of each-affiliation agreement for our ABC-affiliated statlons——WCVB WMUR
WTAE, KMBC, WISN, WPBF, KOCO, KOAT, KITV, WMTW KETV, WAPT and KHBS,"KHOG—ls
for a period of five years, expiring December 31, 2009. !

NBC. The term of the affiliation agreement for our NBC-affiliated statlons—KCRA WESH .

" WBAL, WLWT, WYFF, WGAL, WDSU, WXII, WPTZ/WNNE and KSBW—is for a period of nine years,
six months, expiring- December 31, 2009. In addition, certain of our NBC stations have become affiliates of
the NBC Weather Plus network. See “Digital Media Initiatives.” ' :

CBS. The term of each afflhatlon agreement for our CBS-affiliated statlons—WLKY and KCCI—ts

for a period of ten years, expiring June 30, 2015.
.

CW.. Warner Brothers and CBS Corp respective owners of the former WB and UPN networks,
discontinued the WB and UPN networks in the fall of 2006. On September 18, 2006, Warner Brothers and
CBS Corp., in a joint venture, commenced operation of a new network, The CW. Certain former WB and
UPN network affiliates are now affiliated with The CW, including KCWE and WKCF. The term of each
affiliation agreement for our CW afftlrated stations is for a penod of five years, expmng September 18,
2011. . ,

+« MyNetworkTV. On September 5, 2006, News Corporatlon createci a new prlme trme network called
MyNetworkTV. KQCA is affiliated with MyNetworkTV The term of KQCA's MyNetworkTV afftlratlon .
agreément is for a perlod of 2 years, exprrmg ‘September 5 2008. « . o

Digital Media Initiatives . . N

We and other television station groups have entered into operating agreééments with Internet
Broadcasting to operate a nation-wide network of local Websites. The Internet Broadcasting network,
which covers 57 markets and reaches 65% of U.S. households, attracted on the.average 12.2 million
monthly unique viewers, according to Nielsen NetRatings, and generated 402.0 million average page views
per month during 2006. Our stations’ local Websites are part of this national network, for which Internet
Broadcasting provides content, production and management services on their technology platform. Our




stations” Websites typically provide news, weather, community information, user generated content and
entertainment content, including live video streams of breaking news events and access to video 'clip

~ archives. Our stations’ Websites attracted a combined average of 3.9 million monthly unique viewers,
according to Nielsen NetRatings, and generated 106.9 million average page views per month during 2006.
Three of our executive officers, Harry T. Hawks, Steven A. Hobbs and Terry Mackin, serve on the Board
of Directors of Internet Broadcasting.

In addition to the Internet-based services that we and Internet  Broadcasting provide, we deliver
various forms of content optimized for wireless devices in 12 of our markets, including Orlando,
Sacramento and Boston. We also have launched station-branded milticast weather channels in Omaha _
and Des Moines. We c;ontmually seek to expand and enhance our multicasting, Internet and mobile
content offerings to meet the changing needs of our audience and, ultimately, to attract advertisers.

In November 2004 NBC Universal and the NBC Television Affiliates Association formed NBC . _
Weather Plus Network LLC, a 50/50 joint venture which launched the first ever 24/7, all digital, local and
national broadcast network. NBC-affiliated stations participated in the venture by investing in a limited
liability company called Weather Network Affiliates Company, LLC, one of the entities which invested in
NBC Weather Plus Network LLC, Stations participating in the venture broadcast 24-hour national and
local weather and related commumty information using their digital spectrum (as a multi-cast stream
which is separate from their main digital channel) We have launched NBC Weather Plus in all of our NBC
markets. Terry Mackin, one of our executive officers, serves as the past Chairman of the Board of the NBC
Television Affiliates Association, which is the managing member and the owner of certain ownershlp
interests in Weather Network Affiliates Company, LLC. As past NBC Affiliate Chairman, Mr. Mackin
serves as chairman of the NBC Affiliates “Futures” committee, which is responsible for developing
strategic projects between NBC and the NBC Affiliates. Mr. Mackin served as the Chairman of the NBC
Television Affiliates Assoctation Board from May 2004 to May 2006. Additionally, since May 2006,

Mr. Mackin has served as a member of the Board of Dlrectors of NBC Weather Plus Network LLC.

In July 2005, we made an equity investment in Ripe TV. Ripe. TV was formed in 2003 to create an
advertising-supported, free, digital video-on-demand program service, consisting primarily of short-form
" entertainment content. Launched in October 2005, the program service targets men aged 18-34 and is
available for distribution via multiple platforms, including digital cable, broadband, and cell phones. Ripe
TV is currently carried on the video-on-demand tiers of both Comcast’s and Time Warner’s cable services.
Two of our executive officers, Steven A. Hobbs and Terry Mackin, serve on the Board of Dlrectors of
Ripe TV. -

s

The Commercial Television Broadcasting Industry

General. Commercial television broadcasting began on a regl']lar basis in the 1940s. Currently a
limited number of channels are available for over-the-air broadcasting in any one geographic area, and a
license to operate a television station must be granted by the FCC. Al television stations in the country are
grouped by Nielsen into 210 geénerally recognized television markets that are ranked in size based upon
actual or potential audience. Each of these markets, called “Designated Market Areas” or “DMAs”, i
designated as an exclusive geographic area consisting of all counties whose largest viewing share is gwen to
stations of that same market area. Nielsen regularly publishes data on estimated audiences for the
television stations in each DMA, which data is a significant factor in determining our advertising rates.

LR T . . B TR
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* Revenue. Television station revenue is derived primarily from local, regional and national advertising
and, to a lesser extent, from retransmission revenue (consisting of compensation paid to us by multi-_
channel, video program distributors (“MVPDs”) as compensation for retransmitting our stations’ signals),
network compensation and other sources. Advernsmg rates are set based upon a vartety of factors -
1ncludmg ‘ , - :

& aprogram’s popular1ty among the viewers an advertiser w1shes to attract S Y

-..-

the number of adverttsers competmg for the avaalable time;

+ . ) e b 2

the size and demographtc makeup of thé market served by the station; and ST

the, avatlablllty of alternative adverttsmg media in the market. coos T L

Also, adverttsmg rates are determmed by a stauon 5 ranngs and audlence share among partlcular
demographic groups. '

. ! .
T S . .

Compefition - _ ) .

- General. Competltlon in the television mdustry takes place on three prlmary levels o
I v . . A,

- l-- . '

. competmon for aud1ence ) ) o o ’ -
- & competition for programming; and : : S s i e

. competltton for advertisers. . . U -

Competmon forAudtence We compete for audience on the basis of program populanty, Wl’llCh
programmmg consists not only of our locally-produced néws, pubhc affairs and entertamment .
- programming, but syndicated ; and network programming as well. The populanty of our programmmg has a
significant effect on the rates we can charge our advertisers. In addltlon although the commercial
television broadcast industry h1stor1cally has been dommated by the broadcast networks ABC, NBC, CBS
and FOX, other non-broadcast networks. and programmtng ongmated to be distributed solely via MVPDs
such as'cable and satellite systems, have become SIgmflcant competltors for the broadcast teleylsmn
audlence Currently, broadcast-originated programmmg accounts for about half of all telev1sron v1ew1ng

) In addltlon while we stream a portion of our television programming, including our news and weather
forecasts, and we publish community information, user generated content, and entertainment content, on
our stations’ Websxtes and have establtshed a mobile presence in certain of our markets we mcreasmgly
compete for audience with other content pr0v1ders ‘who operate on these platforms as well.

Other sources of competmon for audlence include
) home entertainment and recordmg systems (including VCRs DVDs DVRs and playback systems)
o video-on-demand and pay-perzview; | w - - e L
. telev1snon game dewces S ' - A o
. other sources of home entertalnment o ‘ . P .. . |

Compeurton for Programming. Competmon for non-network programming mvolves negotiating with
national program distributors or syndicators that sell first-run and off-network packages of programming.
Our stations predominantly carry first-run syndicated product and compete against other local broadcast -
stations for exclusive local access to the most popular programs (such as The Oprah Winfrey Show, which
we CarTy in a majority of our markets) To a lesser extent, we compete for exclusive local access to off-
network reruns (such as Friends). MVPDs also compete with local stations for programming, and various
national cable and satellite networks from time to time have acquired programs that otherwise would have

. 1.




been offered to local television stations. In addition, networks have recently begun to distribute their
programming directly to the consumer via the Internet and portable digital devices such as video iPods and
cell phones. -

Competition for Advertisers.  Broadcast television stations compete for advertising revenue and
marketing sponsorship with other broadcast television stations, and a station’s competitive edge is in large
part determined by the success of its programming. Broadcast television stations also compete for
advertising revenue with a variety of other media, such as newspapers, radio stations, magazines, outdoor
advertising, transit advertising, yellow page dlrcctorles d1rect mail, the Internet and MVPDs serving the
same market. - :

Additional factors relevant to a television station’s competitive position include signal strength and
coverage within a geographic area and assigned frequency or channel position. Television stations that -
broadcast over the VHF band (channels 2-13) of the spectrum historically have had a competitive
advantage over television stations that broadcast over the UHF band (channels above 13) of the spectrum
because the former usually have better signal coverage and operate at a lower transmission cost. However,
the improvement of UHF transmitters and receivers, the complete elimination from the marketplace of
VHF-only receivers, the expansion of MVPD systems (such as cable and satellite) and the commencement
of and transition to digital broadcastmg have reduced the VHF signal’s competitive advantage.

Seasonality, Cycllcallty and Materiality of Aistomotive Advertising

~ Our business has experienced and is expected ta continue to experience seasonality due to, among
other things, seasonal advertising patterns and seasonal influences on people’s viewing habits. The
‘ advemsmg revenue of our stations is generally highest in the second and fourth quarters of each year, due
in part to increases in consumer advertising in the spring and Tetail advertlsmg in the period leading up to
and including the holiday season. Additionally, advertising revenue is cyclical, benefiting in even-numbered
years from advertising placed by candidates for political offices and issue-oriented advertising, and demand
for advertising time in Olympic broadcasts. While political and Olympic advertising cycles have been a
normal pattern for our industry for decades, the variability has become more pronounced in recent years as
these respective categories of revenue have grown significantly in size. The seasonality and cyclicality
inherent in our business make it difficult to estimate future operating results based on the previous results
of any specific quarter. . .

In addition, the Company derives a material portion of its ad revenue from the automotive industry.
Approximately 22% of the Company’s total revenue came from the automotive catégory in 2006. An
increase or decrease in revenue from this category therefore may dlsproportlonalely impact our operating
results. : . - .

Federal Regulation of Televis;iqn Broadcasting

General. Broadcasting is subject to the jurisdiction of the FCC under the Communications Act of
1934, as amended (the “Communications Act™). The Communications Act requires the FCC to regulate
broadcasting so as to serve “the public interest, convenience and necessity.” The Communications Act
prohibits the operation of broadcast stations except pursuant to licenses issued by the FCC and empowers
the FCC, among other things, to _ .

¢ issue, renew, revoke and modify broadcasting licenses;

assign frequency bands;

‘determine statlons frequencies, locations and power and

regulate the eqmpment used by stations.
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The Commumcatrons Act prohibits the assrgnment of a license or the transfer of control of a llcense
without the FCC’s prlor approval The FCC also regulates certain aspects of the operation of cable
telev1sron systems, ‘dlrect broadcast satellite (“DBS”) systems and other electromc media that compete
FCC contmues to regulate matters such as telev1sron station ownership, network- affiliate relatlons cable
anid DBS. ‘systems carrlage of television station mgnais carriage of syndicated and network programmlng
on distant stations, pohtlcal advertising practices : and obscene and indecent programmmg In recent years
the FCC and Congress have increased therr regulatory focus on mdecency, Wthh may 1mpact certam of
our programmmg dec1srons ‘ .

. The followmg dlscussmn summarizes'the federal statutes and regulations materlal to our operatlons
but does not purport to be a complete summary of all the provrslons of the, Communlcatlons Act or of
_ other current or proposed statutes, regulations, and policies affecting our busmess The summariés which
follow should be read in conjunction with. the text of the statutes, rules regulatlons orders and decisions
descrlbed herein. . -'i"'@;‘; . . ‘ . ;o et IR

" Licenise Renewals Under the Communrcatlons Act, the FCC generally may grant and r renew ‘5, L

‘broadcast. hcenses for terms ‘of erght years ‘though. hcenses may be renewed for a shorter’ perlod under
certain circumstances. The Communications Act requires the FCC totenew a broadcast license if the FCC
finds that (i) the station has served the public interest, convenience and necessrty, (ii) there have been no
.serious v1olat10ns of e1ther the Commumcatlons Act or the FCC’s rules and regulatlons by the licensee; -
and (111) there have been no other seriois v10]at10ns that, taken together constltute a pattem of abuse In
makmg its determination, the FCC may consider petlthI‘lS to deny but cannot consrder whether. the pubhc '
interest would be better served by 1ssu1ng the’ llcense to a person other than the renewal appllcant In
addlthI‘l competmg apphcatlons for the same frequency may be accepted only after the FCC has’ denled

an mcumbent s application for licensé renewal. .

The following table prowdes the exprratlon dates for the full power station licenses of our owned and
managed televrsron statlons '

v . B L1

v o . .

Expirationof "

- Station C MU - A .t .. Market ¢ . FCCLicense . .
~ WCVB Boston, MA - .. April 1, 2007* T
WMUR Manchester, NH(1) April 1, 2007* «, N
WMOR ., Tampa, Fl ~ - February 1;2013 vzevp
. WESH » Orlando, FL, | - ¢ - February 1;-2013; ';'A,,z “
WKCF- Otlando, FL* | - ... February1;2013,. . .
KCRA Sacramento;CA- . . .December 1, 2014 -.4-
.KQCA ‘Sacramento, CA ~~ December 1, 2006*
~ WTAE "Plttsburgh PA - ‘r‘f' . ‘August 1,2007"
¥ "WBAL ...\, .00 . . Baltimore, MD' * " October'l, 2012 *
: "“'dK'MBC" AR ’ AT Kansas' Clty, MO i Februaryl 2014‘
“KCWE":..: o W " "Kansas Clty, MO *  February 1, 2014
- ’WLWT ‘Cincinnati, OH = - ' October 1, 2013
WISN ‘ ' ' " -Milwaukee, WI =~ ~ December 1, 2005* -
WYFF .0 080 R .. _Greenville;SC © - "Decemberl 2012
"WPBF.....000RU ML 0L West Palm Beach, FL Y “Februaty 1, 2013
- "WGAL " Lancaster, PA Aligust 1,2007:;
" KOAT Albuqiérque; NM* " October 1, 2014
‘ KOCT (satelhte stat1on of: KOAT)**. Sl Carlsbad, NM oo October 1, 2014
* KOVT (satellite station ofKOAT)**.‘:.‘.:"?‘:'.' “Silver City, NM ~ 'Octoberl 2014

. KOFT-DT (satelhte station ofKOAT)** .." 'Farmington; NM . w—(2)
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Station

KHVO (satellite station of KITV)**........
KMAU (satellite station of KITV)**........
KCCI. .o e

WPTZ . L.

KSBW ...

Expiration of

Burlington, VT
Fort Smith, AR
Fayetteville, AR

Monterey-Salinas, CA

Market FCC License
Oklahoma City, OK June 1, 2014
Greenshoro, NC December 1, 2012
New Orleans, LA June 1, 2013

" Louisville, KY August 1, 2013
Henolulu, HI February 1, 2007*
Hilo, HI February 1, 2007*
Wailuku, HI February 1, 2007*
Des Moines, IA *-February 1, 2014
Portland-Auburn, ME - - April 1, 2007* .
Omaha, NE June 1, 2014
Jackson, MS June 1, 2013 .
Plattsburgh, NY June 1, 2007*

April 1, 2007*
June 1, 2013
June 1, 2013
December 1, 2014

(1) Manchester, New Hampshire is determined by Nielsen to be a part of the Boston DMA.

(2) Our satellite station KOFT-DT in Farmington, NM operates in'digital mode only pursuant to a special
temporary authority which the FCC must renew periodically. '

*  We have filed for renewal of licenses for these stations, and those applications are pending. A station’s
authority to operate is automatically extended while a renewal application is on file and under review.

**  Satellite stations generally retransmit the'signal of a prlmary station, and offer some locally originated

programming.

Ownership Regulation. The Communications Act and FCC rules limit the ability of individuals and
entities to have ownership or other attributable interests in certain combinations of broadcast stations and
other media. In June 2006, the FCC launched a rulemaking proceeding to promulgate new media
ownership rules. This rulemaking is, in part, a response to the 2004 decision of the Third Circuit Court of
Appeals, which stayed and remanded several of the ownership rule changes that the FCC had adopted in
2003. The rules adopted in 2003 would have liberalized most of the ownership rules which would have
permitted us to acquire television stations in certain markets where we are currently prohibited from
acquiring new stations. During the pendency of the FCC’s current rulemaking proceeding, the FCC’s pre-
June 2003 broadcast ownership rules remain in effect. The FCC's currently effective ownership rules that

are material to our operations are summarized below:

» Local Television Ownership. Under the FCC’s current local television ownership (or “duopoly”)
rule, a party may own multiple television stations without regard to signal contour overlap provided
they are located in separate Nielsen DMAs. In addition, the rules permit parties to own up to two

TV stations in the same DMA so long as (1) at least one of the two stations is not among the top

four-ranked stations in the market based on audience share at the time an application for approval
of the acquisition is filed with the FCC, and (2) at least eight independently owned and operating
full-power commercial and non-commercial television stations would remain in the market after the
acquisition. In addition, without regard to the number of remaining or independently owned
television stations, the FCC will permit television duopolies within the same DMA so long as the
Grade B signal contours of the stations involved do not overlap. Stations designated by the FCC as
“satellite” stations, which are full-power stations that typically rebroadcast the programming of a
“parent” station, are exempt from the local television ownership rule. Also, the FCC may grant a
waiver of the local television ownership rule if one of the two television stations is a “failed” or
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“failing” station-or if the proposed transaction would result in the construction of a new television
.station: We are currently.in compliance with the local television ownership rule:

. National Television Ownership Cap. The Communications Act, as amended in 2004, limits the

. * number of television'stations one entity may own nationally. Under the rule, no entity may have an

-_-attributable interest in television stations that reach, in the aggregate, more than 39% of all U.S. -
television households . roee .

The FCC currently dlscounts the audience reach of a UHF station by 50% when computing the
national television ownership cap. Further, for entities that have-attributable interests in two stations in the
same market, the FCC counts'the audience reach of the stations in that market only once in computing the
national ownership cap. The FCC is currently considering whether to retain the UHF discount. The ,
propriety of the UHF discount will be the subject of further admlmstratlve proceedmgs but the discount
currently remains in effect. . e

. Dual Nenvark Rule. The dual network rule prohrblts a merger between or among any of the four
major broadcast television networks—ABC 'CBS, FOX and NBC

* Media Cross-Ownersth The FCC’s currently effective rules prohibit the Ilcensee ofaradicor TV
station from directly or.indirectly owmng, operating, or controlling a daily newspaper if the station’s
specified service contour encompasses the entire community where the newspaper is published. .
While the FCC liberalized this rule in 2003, the new version of the rule remains under review and is
not effective. The néw rule, if it were adopted would permlt us to acqu1re statrons in certain areas
where Hearst our controllmg stockholder owns newspapers '

The cross- ownershrp rules also permit cross ownership of radio and television stations under a
graduated test based on the number of independently owned media voices in the local market. In large
markets, (markets with at least 20 independently owned media voices), a single éntity can own up to one ..
television station and seven radio stations or, if permrss1ble under the local television ownership rule (if
eight full-power television stations would remain in the market post transaction), two,television stations

* and six radio stations. Our television and radio stations in Baltimore, Maryland; are permanently’
grandfathered under thrs rule

e Awribution of Ownershtp ‘Under the FCC’s attribution pohc1es the followmg relatronshlps and
interests generally are attributable for purposes of the FCC’s broadcast ownership restrictions:

. holders of 5% or more “of the hcensee s voting stock, unless the holder is a quahfred passrve
' mvestor in whrch case the threshold 1s a 20% or greater votmg stock 1nterest

. all offrcers and directors of a lrcensee and its direct or-indirect parent(s) At

. any equity interest in a limited partnershrp or limited liability company, unless properly
“insulated” from management activities; and

., equity ¢ and;’or debt interests which i in, the aggregate exceed 33% of a llcensee s total assets, if
‘the interest holder supplies more than 15% of the station’s total weekly programmrng, grisa
same-market broadcast company, cable operator or newspaper (the © equrty/debt plus”

standard)

All non-conformmg interests acquired before November 7, 1996 are permanently grandfathered and ¢
thus do not constltute attributable ownershlp interests. , iy o . S

Under the smgle majority shareholder exceptlon to the FCC’s attrrbutlon policies;’ otherwise
attributable interests inder 50% are hot attributable if a corporate licensee is controlled by a single
majorlty shareholder and the minority interest holder is not otherwise attributable under-the

“equity/debt plus” standard Thus, in our case, where Hearst is the single majority sharcholder, ownership -
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of minority stock interests of up to 33% would not be attributable absent other factors. The FCC is
reviewing the single majority shareholder exception, but the exception currently remains in effect.

Digital Television Service. 'The Communications Act and the FCC require television stations to
transition from analog television service to digital television service. In 2006, new legislation was enacted
that establishes a hard transition deadline of February 17, 2009. Until the end of the transition, in general
stations are required to operate both analog and digital facilities. :

Cable and Satellite Carriage ofLocal Television Signals. Pursuant to the Cable Television Consumer
Protection and Competition Act of 1992 (“1992 Cable Act™) and the FCC’s “must carry” regulations, cable
operators are generally required to devote up to one-third of their activated channel capacity to the.
carriage of the analog signals of local commercial television stations. The 1992 Cable Act also prohibits
cable operators and other MVPDs from retransmitting a broadcast signal without obtaining the station’s
consent, On a cable system-by-cable system basis, a local television broadcast station must make a choice
once every three years whether to proceed under the “must carry” rules or to waive the right to-mandatory,
but uncompensated, carriage and, instead, to negotiate a grant of retransmission consent to permit the
cable system to carry the station’s signal, in most cases in exchange for some form of consideration from
the cable operator. In 2005, we made cable carriage elections for the three-year period January 1, 2006 to
December 31, 2008. We opted to negotiate retransmission consent wnth most of the cable systems that
carry our stations.

The Satellite Home Viewer Improvement Act of 1999 (“SHVIA”) established a compulsory copyright
licensing system for the distribution of local television station signals by direct broadcast satellite systems
to viewers in each DMA. Under SHVIA’s “carry-one, carry all” provision, a direct broadcast satellite
system generally is required to retransmit the analog signal of all local television stations in a DMA if the
system chooses to retransmit the analog signal of any local television station in that DMA. Television
stations located in markets in which satellite carriage of local stations is offered may elect mandatory
carriage or retransmission consent once every three years, In 2005, we made satellite carriage elections for
the three-year period January 1, 2006 to December 31, 2008. We opted to negotiate retransmission consent
for all satellite systems that carry our stations. :

To date, the FCC has determined that cable systems generally will be required under the FCC’s “must
carry” rules to carry a single programming stream transmitted by each local digital television station at the
end of the digital television transition. During the transition'period, cable operators are required to carry
either a station’s analog signal or a single programming stream of the digital signal, but not both
Therefore, the FCC does not require cable operators to carry additional multicast programmmg streams
that we may ¢reate using our digital spectrum. Petitions filed by the broadcast industry requestlng the FCC
to reconsider that decision are pending. Nonetheless, we have retransmission consent agreéments with a
number of cable operators and satellite carriers that require carriage of the analog and certain digital
programming streams of our stations.

The Satellite Home Viewer Extension and Reauthorization Act of 2004 (“SHVERA”) extended until
December 31, 2009, the separate compulsory copyright license that permits satelhte carriers to retransmit
distant network signals to unserved households (i.e., those households that do not receive a signal of Grade
B intensity from a local network affihate) SHVERA also created a compulsory copynght license that
permits satellite carriers to retransmit a station’s signal out of its DMA into communities in which the
station is “significantly viewed” (as that term is defined by the FCC). . S .

Indecency Regulanon Federal law and the FCC's rules prohibit the broadcast of obscene material at,
any time, and the broadcast of indecent or profane material during the period from 6 a.m. through 10 p.m.
In recent years, the FCC and its indecency prohibition have received much attention. In 2006, legislation
was enacted that raised the maximum monetary penalty for the broadcast of obscene, indecent, or profane
language to $325,000 for each “violation,” with a cap of $3 million for any “single act.” -
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. ,Available Informatlon S 5 .: AT . e

Employees' . ' : e

~Asof. December 31, 2006 we had approxrmately 2,938 ful- time: employees and 374 part -time. |
employees A total of approx1mately 923 of our.employees are represented by flve unions {the’ American
~ Federation of Television and Radio Artists, the International Brotherhood of Electrical Workers, the - «
International Alliance of Theatrical Stage Employees, the Directors Guild of America, and the National - ;
" Association of Broadcast’ Electrical Technicians). We have not experienced any srgntflcant labor problems
and believe that-our, relations w1th our employees are satrsfactory e , .

- -

4 , . . y .
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'We 1haintaifi an Internet site at ‘www hearstargyle. com We make avarlable free of charge, on our -
Internet site, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on’
Form 8-K, and amendments to those reports filed or furnished’ pursuant to Séction 13(a) or 15(d) of the
Securities Exchange At of 1934 as 5600 as réasonably practicable after we electronically file those: -
materials with, or furmsh them to, the Securities. and Exchange Commlss1on (“SEC”) - -

Our Code of Busmess Conduct and Ethrcs our Corporate Governance Guldellnes our Audrt
Commrttee Charter and our. Compensatlon Committée Charter are also posted to" the corporate _
: governance sectlon of our Internet site. In addition, you may- obtaln afree copy of our Code of Business .

- Conduct and Ethics, our Corporate Governancé Guidelines, or our Board commlttee charters that we file
“on our Internet site by writing to us at Hearst—Argyle Telev1s1on Inc 300 West 570 St "New York T
New York 10019 Attentron Corporate Setretary. : ) o o

_ We also make avallable on-our Internet site addltronal mformatron lncludmg news’ releases earnlngs
releases, archlved audlo Web casts and forthcommg corporate events. * ... - - Ay :

v

- o L . . O Tt P,

I’I‘EMIA.RISKFACTORS B

- - ot

‘The followmg dlscussron of risk factors contarns “forward lookmg statements,” as drscussed on. page 2
of thls report These’ nsk factors may be: 1mportant to understandmg any statement in this report or
elsewhere The’ followmg information should be read’in con]unctlon with’ Management 5 Dlscussron and
Analysis (MD&A) and the consohdated f1nanc1al statements and related notes in thrs report.’”

(A

We ]jepend Upon Network Afﬁllatlon Agreements

" Each of the telev151on stations we own or manage s a party to a network afflllatlon agreement giving
such statlon the rrght to rebroadcast programs transmltted by the network except WMOR-TV in Tampa
provrded by the ma]or networks are typlcally the most popular with audrences which i mcreases our ablhty _
" 1o attract viéwers to our programs, including our local newscasts, In exchange for giving us the rightto . T

rebroadcast their programs, the networks have ‘the righttosella substantlal majority of the advertrsmg ’
time diring such broadcasts Thirteen of our stations are parties to affiliation agreements with- ABC,

10 with NBC, two with CBS, two with CW and one with MyNetworkTV. We may fail to renew these':,
network affiliation agreements or.we.may renew them on less favorable terms than we presently have In -
addition, because networks increasingly distribute their programming on other platforms; such as the. |
Internet or portable devices, they may become less.reliant.upon their affiliates to distribute their - Y g
programming; which.could put us at.a disadvantage in future contract negotiations. The termination‘or. -
“non-renewal, or renewal on less favorable térms, of our stations’ network affiliation agreements 1 could

" adversely afféét the v1ewersh1p of our stations and affect our ablllty to sell advertising, whrch could

‘ materrally decrease our, ‘revenue and operatrng results, * & , S

N . . . Y e
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We Depend Upnn Networks for Programmmg

Our viewership levels, and ultimately advertising revenues, for cach station are materially dependent
upon programming which is either supplied to us by the networks or purchased by us. First, programming
which the networks provide to us may not ‘achieve or maintain satisfactory viewership levels, Specifically, --
because 23 of our 29 owned or managed stations are ABC o NBC affiliates, if ABC or NBC network
programming fails to generate satisfactory ratings, our revenues inay be adversely affected. Additionally,

- we purchase syndicated programming to supplement the shows supplied to us by the networks. Generally, -
however, before we purchase syndicated programming for our stations, this programming must first be

~ cleared in the largest television markets—New York, Los Angeles and Chicago. Network owned and . -
operated stations in those markets typically determine which syndicated shows will be brought to market,
and therefore dictate our options for syndicated programs If those stations do not launch new shows, or if .
the shows that they launch, and which in turn we acquire, fail to generate. satlsfactory ratings, our
viewership levels may decrease and our revenues may be adversely affected

Increased ngrammmg Costs Could Adversely Affect Our Business and Operatmg Results

ot

Television programming is one of our most srgmﬁcant operatmg cost components We may be
exposed in the future to increased programming costs. Should such an increase in our programrnmg R
expenses occur, it could have a material adverse effect on our operating results. In addition, telewsron )
networks have been seekmg arrangements with their affiliates to share the networks’ programmmg costs
and to-change the structure of network compensation. If we become” party to an arrangement whereby we
share our networks’ programming costs, our programming expenses would increase further. In addition, we
usually acqulre syndicated programming rights two or three years in advance and: acqulrmg those rights
may require multi-year commitments, making it difficult to predict accurately how'a program will perform.
In some instances, we must replace programs before their costs have been fully amortized, resulting in
write-offs that increase station operating costs. An increase in the cost of news programming and content”
or in the costs.for on-air and creative talent may also increase our expenses, particularly during events
requiring extended news coverage, and therefore adversely affect our business and operating results.
Finally, cable dlstrlbutors are 1ncreasmgly competmg with us or the networks with which we are affiliated
for the rlghts to carry popular sports programming, “which could i mcrease our costs, or if we were to lose the
rights tg broadcast such sports programming, could adversely affect our audience share and operatmg
results : s ) '

BT I

A Decline in' Advertising-Expendit‘nres Could Adversely Affect our Operating Results

We rely substantially upon sales of advertising for our tevenues. Our stations cornpete for advertlsmg
revenues with other television stations in their respective markets. They also compete with otheér ,
advertising:media, such as newspdpers, radio stations, magazines, outdoor advertising, transit advertlslng,
yellow page directories, direct mail, the Internet and local cable and satellite system operators. Our
stations arelocated in highly competitive markets. Accordingly, our operating results are and will continue
to be dependent upon the ability of each of our stations to compete successfully for advertising revenues in’
. its respective market. Our ability to generate advertising revenues is and will continue to be affected by -
changes in the national economy, as well as by regional economic conditions in each of the markets in -
which our stations operate. The size of advertisers’ budgets, which are affected by broad econdmic trends, -
-affect the broad¢ast industry in general and the revenues of individual broadcast television stations, If the
economic prospects of advertisers or the economy decline, our current or prospective advertisers may
purchase less advertising time from us. In addition, the occurrence of disasters, acts of terrorism, political -
uncertainty or hostilities could cause us to lose our ability to broadcast our television signals or, if we are
able to broadcast, our broadcast operations may shift to around-the-clock news coverage, which.would




cause the loss of advertising revenues due to the suspension 6f advertlsmg—supported commercial :

programming. S e - ' .

I . LI [ e ey '

Materiality of a Single Advertising Category Could Adversely Affect Our Busmess s

We denve a material portion of our ad revenue from the automotive mdustry For example )
appro:omately 22% of our total revenue came from the automotive category in 2006 If automouve-related
advertlsmg revenue decreases, or if revenue fiom another advertising category that const1tutes a materlal
portion of our statjons’ revenue ina partlcular perlod were to decrease our busmess and operatmg results |
could be adversely affected L o .

3

Increased Compelmon Due to Technoluglcal lnnovatmn May Adversely Impact our Busmess

.

Technologlcal mnovatlon and the resulting prohferatlcm of programming alternatlves such as cable .
satellite television, video-provided by telephone company fiber lines, satellite radio, video-on-demand, pay-
per-view, the Internet, home video and entertainment systems, portable entertainment systems, and the
availability of television programs on the Internet and portable digital devices have fragmented television
viewing audiences and subjected television broadcast stations to new types of compeétition. Over the past -
decade, the aggregate viewership of non-network programming distributed via MVPDs such as cable
television and satellité systems has increased, while.thie aggregate viewership of the major television. . .
networks has declined. New technologies that enable users to view content of their own choosing, in their
own time, and to fast-forward or skip advertisements, such as DVRs, portable digital devices, and the
Internet, may cause changes in consumer behavior that'could affect the attract:veness of our offermgs to
advertlsers If this were to occur, our operating results could be adversely affected.

Other advances in technology, such as increasing use of local-cable advert1s1ng ‘interconnects,” Wthl’l
allow for easier insertion of advertising on local cable systems,.have also increased competition for .
advertisers. In addition, video compression techniques permit greater numbers of channels to be carried -
within existing bandwidth on cable, satellite and other television distribution systems.: These compression -

* techniques, as well as other technological developments, are.applicable to all video delivery systems,
including digital over-the-air broadcasting, and have the potential to provide vastly expanded programming
to highly targeted audiences: Reduction in the cost of creating’additional channel capacity could lower
entry barriers for new channels and encourage the development of increasingly specialized niche .
programming on cable, satellite and other television distribution systems. We expect this ability to reéach .
very narrowly defined audiences to-increase competition both for audience and for advertising revenue. In
addition, the expansion of competition due-to.technological innovation has increased, and may continue to
increase, competitive demand for programming Such increased demand, together with rising production*
costs, may in the future increase our programmmg cOsts or lmpalr ‘our ability to acquire programmmg,
which will in turn impair our abllny to generate revenue from the advertlsers w1th which we seek to do
business. . . VT S .
We May Lose A_uclieqce Share As a Result of the Transition to Digital Television™
The'Communications Act and the’FCC’s-rules require television stations to transition'from analog

" television service to digital television service by February 17:2009.. After that time, our analog signals will

no longer be available. The United States Government: Accountability Office estimates that, as of -

February 2005, approximately 19 percent of all U.S. households, or roughly 20.8 million households,

receive television exclusively by means of analog over-the-air transmissidns and do not substribe to cable. -

or satellite services. In addition to these households, many households that subscribe to cable or'satellite. - ’

services also have one or more television sets that rely on over:the-air transmissions. In total, the FCC

estimates that; as of February 2005, there were approxnmately 73 mllllOl’l television sets in U.S. households

that relied on over-the-air transmissions. To continue to receive our stations after the conclusion of the
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digital television transition; households that rely on over-the-air transmissions will be required to purchase
digital televisions, obtain digital to analog converter equipment, or subscribe to satellite or cable service
(assummg such services will continue to offer programming for analog televisions). A significant
percentage of households with analog over-the-air receivers may not desire or be able to afford to purchase
digital televisions. While the federal government has created a subsidy to help such households obtain
digital converters, the subsrdy may not be large enough to cover all households with over-the-air receivers
and some of such households may not take advantage of the subsrdy As a result, the digital’ transrtron may.
cause some households to'lose service from our stations. And, to the extent such households elect to
subscribe to satellite or cable service, the additional channels available through those services may reduce
our viewership from such households. Furthermore, while digital television improves the technical quality
of our over-the-air television broadcasts, the digital transition may cause a loss to a portion of our.aiidience
because digital over-the-air service areas do not necessarlly repllcate analog service areas in all respects. -
While, in many cases; a station’s digital signal covers all of the station’s analog service area, in some
circumstances, conversion to digital may-reduce a station’s geographical coverage area. We believe that
digital television is important to our long-term viability and offers many advantages such as high definition
video, multi-channel digital audio and multicast capability. However, we cannot predlct the precrse effect
digital television might have on'our statlons v1ewersh1p and our operatlons : o

1
. . »

Our lnablllty to Secure Carriage of Our Stations by Multi-Channel Video Programmmg Dlstnbutors
May Adversely Affect: Our Business ' : : . .

Cable operators and direct broadcast satelhte systems are generally requrred to carry the analog srgnal
of local commercial televrsron stations pursuant to the FCC’s “must carry” or “carry-one, carry-all” rules. **
However, these MVPDs are prohrbrted from carrying a broadcast signal without-obtaining the station’s .
consent. For each distributor, a local television broadcaster must make a choice once every three years
whether to proceed under the “must carry” or “carry-one, carry-ali” rules or to waive the right to
mandatory but uncompensated carriage and negotlate a grant of retransmission consent to permit the
system to carry the station’s signal, in most cases in exchange for some.form of consideration from the
system operator. In 2005, we elected retransmission consent for most of our stations for the three-year
period commencing on January 1, 2006. At present, we have retransmission consent agreements with the
majority of operators for the period anuary 1, 2006, to at least December 31, 2008. If our retransmission
consent agreements are terminated or not renewed, or if our broadcast signal is distributed on less
favorable terms, our ablllty to distribute our programming.could be adversely affected. In many instances, -
the negotiation of these agreements involves the payment of compensation to us by the MVPDsas - -+
consideration. If we are unable-to satisfactorily conclude those negotiations our ability to grow our
retransmission consent revenue will be adversely affected. i «

In addition, although cable operators generally will be requ1red under the FCC’s current “must carry”
rules, to retransmit a single programming stream transmitted by each local digital television station at the”
end of the digital television transition, to date, the FCC has determined that cable operators are not
required to carry both a station’s analog srgnal and digital signal during the transition period. Also, to date
and except with respect to stations licensed to Hawaii and Alaska, thé FCC has not extended its “carry-
~ one, carry-all” rule to require satellite systems to-carry a station’s digital signal. At present, we have
- retransmission consent agreements with a number of cable systems operators and satellite provrders that

require carriage of the analog and certain digital signals of our statlons :

4. * L
-l

Our Business is Seasonal and Cyclical and Some -Years and Quarters Therefore May Be Less Profitable
Than Others : : o

Our business has experienced and is expected to contlnue to experrence seasonahty due to, among
other things, seasonal advertising patterns and seasonal 1nﬂuences on people s viewing habrts The

e
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advertising revenue of our stations is generally highest in the second and fourth quarters of each year, due
in part to increases in consumer advertising in the spring and retail-advertising in the perlod leadingup to .
and including the holiday season. Additionally, advertising revenue is cychcal benefiting in even-numbered
years from advertising placed by candidates for political offices and issue-oriented advertising, . and demand '
for advernsmg time in Olympic broadcasts. While political and Olympic advertising cycles have been a’
normal pattern for our industry for decades the variability has become more pronounced in ‘recent years as
these respective categories of revenue have grown significantly in size. The seasonality and' cychcahty
inherent in our business make it d1ff1cult to estimate future operatmg results based on the previous results
" of any specific quarter, | SR .
. L .
The Televrsmn Industry is nghly Cornpetltwe and Our Competltors May Have Greater Resources Than
We Do

. £ [ : .

The televrslon broadcast industry is hlghly competitive. Some of our competitors are owned and
operated by large national or reglonal companles that may have greater resources, including financial
resources, than we have Competltlon ifi'the television 1ndustry takes place on several levels: competltlon
fot audlence competltlon for programming and competition for advertisers. 'Our stations may not be able
to maintain or increase their current audience share or revenue share. To the | extent that certain of our
" competitors have or'may in the future obtain, greater resources than we have; we may not be able to
successfully compete with them

We Have a Controllmg Stockholder

The Hearst Corporatlon through its beneficial ownershlp of our Senes A and Series B Common
Stock, has voting control-of our company Through its beneficial ownershlp of 100% of our Series B
Common Stock, Hearst also is entitléd to'elect as a class all but two members’ ‘of our Board'of Diréctors
(currently, 11 of our.13 Board seats). As a result, Hearst is able to control substantially all actions to.be
taken by our stockholders, and also is able to maintain control over our operations and business. In
addition, Hearst has the ability to cause the redemption of our Series B Debentures, $134.0 million -

_aggrégate principal amount of which were outstanding at December 31, 2006. This control, as well as
certain provisions of our Certificate of Incorporation and of Delaware law, may make us a less attractive -
target for a takeover than we otherwrse might be, or render more difficult or discourage a merger proposal,
tender offer or other tranisaction 1nvolv1ng an actual or potential change of control. Hearst’s voting control
also prevénts other stockholders from exerc1smg 51gmﬁcant influence over our Company s busmess .
decisions. .
The Interests and’ Assets ot‘ Our Controllmg Stockholder May Adversely Impact Our Ablllty to Make o
Certain Acqu1s1tmns B . _ ;

The interests of- Hearst whlch owns or has significant investments in other businesses, including cable
televmon networks, newspapers magazmes and electronic medla may from time to time be cornpetrtwe -
with; or othérwise diverge from; our interests, particularly with respect tb new business opportunltles and
future acquisitions: We and Hearst have agreed that, without the pl‘lOI’ written consent of the other,
neithér we nor they will inaké any acqulsmon or purchase any ‘assets if such'an acqunsmon or purchase by
one party would require thie other party to dnvest or other\mse dlspose of any of 1ts assets because of’
regulatory or other legal proh1b1t10ns :

" Under current FCC regulations, gwen the newspaper and other media 1nterests held by Hearst, we are
precluded from’ acqumng télevision stations in various markets in the Umted Statés. Whlie divestiture of a
prohibited interest could permit such acquisitions, ‘such a divestituré may riot ‘occur or r‘nay otherwnse el
adversely impact potentnal acqunsmons Addlt]onally, Hearst is not precluded from purchasmg televrsmn

~ +
T
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stations, newspapers or other assets in other markets. If Hearst were to make such purchases, the FCC
rules would preclude us from owning television stations in those markets in the future.

* We May Encounter Conflicts of Interest with Our Controlling Stockholder

We and Hearst also have ongoing relationships that may create situations where the interests of the
two parties could conflict. For example, we and Hearst are parties to a series of agreements with each
other, including

* a Lease Agreement (whereby we lease one floor of the newly constructed Hearst Tower in
Manhattan for our corporate offices

e a Management Agreement (whereby we provide certain management services, such as sales, news,
programming and financial and accounting management services with respect to certam Hearst-
owned or managed television and radio stations);

« an Option Agreement (whereby Hearst has granted us an opnon to acquire two television stations jt
owns (KCWE and WMOR), as well as a right of first refusal with respect to a prospective purchaser
if Hearst proposes to sell WPBF);

» a Studio Lease Agreement (whereby Hearst leases space from us for Hearst’s radio broadcast
stations);

» a Name License Agreement (whereby Hearst permits us to use the Hearst name in connection wath
our name and operation of our business); and

« aServices Agreement (Whereby Hearst provides us certain administrative services, such as
accounting, financial, legal, tax, insurance, data processing and employee benefits).

Because we and Hearst are affiliates, it is possible that our interests concerning these agreements may
from time to time conflict and that more favorable terms than those we have negotlated with Hcarst may
be available from third parties. - : S

-

Changes in FCC Regulations and-Enforcement Policies May Adversely Affect Our Business

. As discussed more fully in ltem 1 “Business; Federal Regulation of Telewsmn Broadcasting”, our
broadcast operations are subject to extensive regulation by the FCC under the Communications Act, If we
do not comply with these regulations, in particular the specific régulations discussed below, or if the FCC
adopts a rigorous enforcement policy concerning them, our business and operating results could be
adversely affected. . .

. Ownership Rules. 'We must comply with extensive FCC regulations and policies in the ownership of
our broadcast stations, which restrict our ability to consummate future transactions and, in certain
circumstances, could require us to divest some stations. In general, the FCC'’s ownersh1p rules limit the
number of television and radio stations that we can own in a market, the number of television stations we
can own nationwide, and pr0h1b1t ownershlp of stations in markets where Hearst has interests in
newspapers, As described in ltem 1 “Business; Federal Regulation of Television Broadeasting,” the FCC'’s
ownership rules are currently under review. The actions Congress or the 'FCC may take and changes in the
FCC’s ownership rules may adversely impact our business.

Indecency Rules.  Federal law and the FCC’s rules prohibit the broadcast of obscene material at any
time, and the broadcast of indecent or profane material during the period from 6 a.m. through 10 p.m. In
recent years, the FCC has vigorously enforced its indecency prohibition, and in 2006, legislation was
enacted that raised the maximum monetary penalty for the broadcast of obscene, indecent, or profane
language to $325, 000 for each “violation,” with a cap of $3 million for any “single act.” The determination
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of Wheﬁheﬁ content is indecent or profane isinherently subjective, creates uncertainty as to our ability to, "
comply with the rules (in particular during live programming), and impacts our programming decisions:

Violation of the indecency rules could lead to sanctions which may adverscly affect our business and results
ofoperations.  © . T o 0T T 3 S B

S N R ‘ Sy e
~- Monetary Forfeitures.and Penalties.. ..In receént ycars; the ECC has also vigorously enforced a number
of other rules, typically in connection with license renewals. For example, in'recent years, the FCCissued -
monetary forfeitures and sanctions for violations of its equal employment opportunity rules, public
inspection file rules, children’s programming rules, closéd captioning rules, and emergency alert system - -
rules. Our stations were not the subject of monetary sanctions in 2006. ' '
: P T T g

Possible Acquisitions, Divestitures or Other Strategic Initiatives May Adversely Impact OurfBusiness' ‘
P T v A F Y T Tty a . 8 ,, cp et * A . .

. - . Our management is evaluating, and will continue to evaluate, the nature and scope.of our operations
and various short-term and long-term strategic considerations, These may include acquisitionsor .. . -,
© divestitures of, ‘or strategic alliances, joint ventures; mergers or.integration or consolidation with, television.
stations or other businesses, including digital media businesses, aswell as discussions with third parties « *
- regarding-any of these considerations. In the alternative, our management may decide from time to time
that such initiatives ate not Appropriate. 5 ~..” = ' .am 2 Lo S

; There are uncertainties and risks relating to each of these strategic initiatives. For example; )
acquisition opportunities may become more limited as a consequenceof the consolidation of ownership
occurring in the television broadcast industry. Also; prospective competitors may have greater financial:
resources than we have..Future acquisitions may not be available onattractive terms;or at all. Also, if we -

" do make acquisitions, we may not be able to.successfully integrate the acquired stations or businesses. With
respect to divestitures, we may experiénce varying su¢cess in making such divestitures:on favorable terms, .
_if at all; or in reducing fixed costs or transferring liabilities previously associated with the divested -
television stations or businesses. In addition, any such acquisitions or divestitures may bélsubject to FCC
-+ approval and FCC tules and regulations. fipally, strategic minority investments we choose to make in ‘
-digital media projects may ultimately prove unprofitable.:Any of 'these efforts would require varying levels !
- of management resources, which may divert our attention from other business operations. If we do not )
realize the expected benefits or synergies of such transactions, or, conversely, if we do not realize such
benefits or synergies because we chose not to pursue any such transaction, there may be an adverse effect
on'our financial condition and ’operatir_llg results. ' ' A ' '

” . 5 B

) , PTANTE . LRV . e : N
. We Could Suffer Losses Due to Asset Impairment Charges ff)l{qudwill and FCC Licenses

‘

“..2

"

At December 31, 2006, 84% of our toteﬁi assets corisjigtqc_l,d'f goodwill and intangible assets. We test our
goodwill and intangible assets; including FCC licenses, for impairment during the fourth qudrter of every
'year, and on an interim date shoul(_i"‘fa}cto.r"s or i:l‘cilicatqrs'bgciglp,q apparent that would rlcql._lire‘an'interihl
- “ test, in accordance with Statement of Financial Accounting: St__an'da'r'ds No. 142, “Goodwill and Other
Intangible Assets.” If the fair value of a reporting unit or an intangible asset is revised downward below its
net carrying value, an‘impairment under SFAS 142 could resuit and a non-cash charge could be required. -

This could materially affect our reported net earnings and our balance sheet:
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The Loss of Key Personnel Could Dlsrupt our Management or Operatlons and Adversely Aﬂ‘ect our
Business T : ‘ oL . ST oo

Our busmess depends upon the contmued efforts abilities and expertise of our chief executive ofﬁccr
- and other key employees. We believe that the rare combination of skills and years of media experience
possessed by our executive officers would be difficult to replace, and that the loss of our executive officers
could have a material adverse effect on our business. Additionally, our stations employ several on-air
personnel, including anchors and reporters, with significant loyal audiences. Qur failure to retam these
personnel could adversely affect our Operatmg results. . : :

Strikes and Other Union Activity Could Adversely Aﬂ‘ect Our Busmess

Cértain employees ‘such as on-air talent and englneers at some of our stations are subject’ to’
collective bargaining agreements. If we are unable to renew expiring collective bargaining agreements, it is .
possible that the affected unions could take action in the form of strikes or work stoppages. Such actions,
higher costs in connection with these agreements or significant labor disputes could adversely affect our '
business by disrupting our ablllty to operate our affected stations. co

ot " a1 -
Our Share Repurchase Program and Hearst’s Share Purchase Program May : Affect the Market Prlce of
Our Series A Common Stock.

S . ‘ e .
“We havc a share repurchase program authorlzed by our Board of Drrectors pursuant to whlch we may
repurchase.up to $300 million of our Series' A Common Stock from time to time, in the open market or in
private transactions, subject to market conditions: In addition, The Hearst Corporation’s Board of
Diréctors authorized a share purchase program, pursiant to which Hearst or.its subsidiaries may purchase
on the open market or through private transactions up to 25 million shares of our Series A Commion Stock.
Such repurchases and purchases, or the absence thereof, may merease or decrease the market price of our

_ SerlesACommon Stock .- . Ce . .

ITEM 1B. UNRESOLVED STAFF COMMENTS.:

None.

ITEM 2. PROPERTIES

Our principal executive offices are located at 300 West 57"‘ Street, New York New York 10019. The
real property of each of our stations generally includes owned or leased oftices, studios, transmitters and ~
tower sites. Offices and main studios are typically located together, while transmitters and tower sites are
often in separate locations that are more suitable for optimizing signal strength’ and coverage Set forth
below are our stanons principal facilities as of December 31, 2006. In addition to the property lrsted
below we and the statlons also lease- othcr property prlmarlly for commumcatlons equrpment

.o . e T ' ©+ . Approximate
Station, - . Location - . Use . - Ownership . Size
Corporate ........ . Washington D.C. . .Washington D.C. Office -+ - ‘Leased , 4,007 sq. ft.
o New York, NY New York Office(1) Leased 19,866 sg. ft.
WCVB........... Boston, MA ‘ Office and studio Cwesr Owned 90,002sq. ft.

: : Tower and transmitter Leased 1,600 sq. ft.
.WMUR ... Manchester, NH Office and studio . T Owned 67,440 sq. ft.
’ Tower and transmitter Owned 4.5 acres

' * Office Leased 1,963 sq. ft.
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Approximate

Station

. ] . - Location . _ . . Use Ownership Size
KCRA/KQCA....: Sacramento, CA Office, studio and tower Owned 75,000 sq. ft.
R ' . ' . * Tower and transmitter Owned 2,400 sq. ft.
Tower and transmitter Leased 1,200 sq. ft.
- Office Leased 3,085 sq. fi. |
"WTAE........... - «_Pittsburgh, PA Office and studio Owned 68,033 sq. ft:.
* S -~ . Tower and transmitter Owned 37 acres
T . v Office Leased 609 sq. ft.
WESH/WKCF ...® " Orlando, FL Studio, transmitter, tower Owned 61,300 sq. ft.
Daytona Beach, FL Studio and office Leased 1,472 sq. ft..
. oo {Office Leased 775 sq. ft.
Office Leased 535 sq. ft.
Transmitter Leased 2,025 sq. ft. .
Tower Partnership* 190 acres
o o Transmitter Partnership* 8,050 sq. ft.
WBAL........... Baltimore, MD o, Office and studio - . Owned - 63,000 sq..ft.
o ] . ~ Tower _ Partnership* 0.2 acres
‘KMBC........... " Kansas City, MO Office and studio " Leased 58,514 sq; ft.
. ; Tower and transmitter Owned - 11.6 acres
. _ o Land(2) Owned 8.4 acres
WLWT........... Cincinnati, OH Office and studio Owned 52,000 sq. ft.
“ . : Tower and fransmitter, . aned 4.2 acres
*WISN. oo + Milwaukee, WI Office and studio Owned 88,000 sq. ft.
Cete . Tower and transmitter land Leased 5.5 acres
Transmitter building Owned - 3,192 sq. ft.
WYFF........... Greenville, SC Office and studio Owned 57,500 sq. ft.
. Tower and transmitter Owned 1.5 acres.
) Office . Leased _3,000sq. ft. |
CWDSU........... New Orleans, LA Office and studio “Owned  50,525sq.ft.
. o : . Transmitter - Owned 8.3 acres
KOCO........... Oklahoma City, OK Office and studio Owned 28,000 sq. ft
o Tower and transmitter QOwned 85 acres -
WGAL........... Lancaster, PA Office, studio and tower Owned 58,900 sq'. ft.
. Office Leased - 2,380sq.ft.
WXIE............ Winston-Salem, NC Office and studio Owned 38,027 sq. ft.
5 - Tower and transmitter - Owned 223.6 acres
WLKY..........: Louisville, KY Office and studio Owned 37,842 5q. f1.
Tower and transmitter Owned 40.0 acres
- Transmitter - Leased 1,350 sq. ft. |
Transmitter building Owned 2,000 sq. ft.
KOAT ........... Albuquerque, NM Office and studio Owned ‘ 37,315 sq.'ft. .
R T Tower and transmitter Owned ~  328.5acres
KCCI............ Des Moines, [A Office, studio and transmitter Owned 52,000 sq. ft.
_ Tower and transmitter Owned " 119.5 acres
WMTW.......... Portland-Auburn, ME Office and studio Leased 1 1,703 sq. ft.
. Tower and transmitter- Owned " 296 acres -
Office and studio Owned  16,300sq. fu.
Transmitter building Owned . 5,120 sq. ft.
Office land 13.9 acres

Owned
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Approximate

*  Owned by the Company in partnershlp wnh certain third parties.

Station Location Use . Ovwnership Size

KiTv............ Honolulu, HI Office and studio Ovwned 35,000 sq. ft.

. Tower and transmitter Leased 130 sq. ft.

Tower and transmitter Leased 304 sq. ft.

. Tower and transmitter Leased 2.6 acres
KETV ........... Omaha, NE Office and studio Owned 39,204 sq. ft, -

Tower and transmitter ~ Owned 23.3 acres

Transmitter building Owned 30,492 sq. ft.

_ Office Leased 597 sq. ft.

WAPT ... ........ Jackson, MS Office and studio Owned 18,000 sq. ft.

Tower and transmitter Owned 24 acres

WPTZ ... Plattsburgh, NY Office and studio Owned 12,800 sq. ft.

Office Leased 5,441 sq. ft.

! Tower and Transmittér Owned 2,432 sq. ft.

Tower and transmitter Owned 13.4 acres

WNNE........... White River Junction, VT Office and studio Leased 5,600 sci. ft.

KHBS/KHOG. . ... Fort Smith/Fayetteville, AR Office and studio Owned 44,904 sq. ft.

! Office and $tudio Leased 1,110 sq. ft.

Transmitter Building Owned 2100 sq. ft.

_ Tower and transmitter Leased 2.5 acres

Tower and transmitter - * QOwned 26.7 acres

KSBW ........... Monterey-Salinas, CA Office and studio Owmned 44,000 sq. ft.

. Tower and transmitter Owned 160.2 acres

Office Leased 900 sq. fi.

(1) We also sublease to third parties 21,789 square feet of space at 888 Seventh Avenue, New York, New York, the *

previous location of our corporate headquarters.

space lease.

ITEM 3. LEGAL PROCEEDINGS

(2) In 2005 we commenced construction of an office and studio facility for KMBC on land we purchased in 20047
* ' When the facility is completed, we will move our operations to the new facility and terminate this station’s office

- From time to time, we become involved in various claims and lawsuits that are incidental to our
business. In our opinion, there are no legal proceedings pending against us or any'of our subsidiaries that
are reasonably expected to have a material adversc effect on our consolidated financial condition or results

of operations.

.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

.Not applicable.
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. RSN PARTI ~ - - .o
ITEM5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER -
' MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES T

- B 1 . ' . .

(a) Market Performance of Common Stock and Dividends on. Common Stock. ' Ouf_Sgries A
Common Stock is listed on the New York Stock Exchange (“NYSE”) under the ticker symbol “HTV.” All
-of the outstanding shares of our Series B-Common Stock are currently held by Hearst Broadcasting, a
wholly-owned subsidiary of Hearst Holdings, which is in turn a wholly-owned subsidiary of Hearst. Our
Series B Common Stock is not publicly traded. The table below sets forth, for the calendar quarters
indicated, the reported high and low sales prices of our Series A Common Stock on the NYSE and the.

dividends declared on our Series A and Series B Common Stock:

High Low Dividend
2006 . o ' o
First QUarter. .. oo v e sinn e e ceiannnananns L. R U $24.17 $2323  $007°
Second Quarter ;... PR e . 2337 2167 " - 007 P
Third QUATTET. . . vttt et et e eatavr e eae e raananaeeanes ~ 2381 20007 007
Fourth Quarter. ... .oovvt i ciiie e i e . 26.04 22.93 0.07
2005
FIESE QAL - . o ot v s ettt e e e et e eemae e i e anenannas $26.15 $2459  $0.07
Second QUATEET .\ e ottt it ci e dcaeeas : 2571 - 2450 - 0.07
" Third Quarter............. e e et aa ey 26.20 . 23.85 0.07
Fourth Quarter.............. e s . 2576 23.33 0.07

On February 15, 2007, the closing price for our Series A Common Stock was $26.38. ~

. (b)" ‘Holders. On February 15;2007 there were approximately 816 Series A Common Stock
shareholders of record and Hearst Broadcasting was the sole holder of our Series B Common Stock.

(c) Dividends. InDecember 2006, we declared a quarterly cash dividend of $0.07 pef share on our*’
Seriés A Common Stock and our Series B Common Stock, which we paid on January 15, 2007 to holdérs of
record on January 5, 2007, for a total of $6.5 million. During 2006, we paid a total of $26.0 miillion.in"~ *-"*
dividends. See Note 10 to the consolidated financial statements.: '

(d) Securities Authorized for, Issuance Under Equity Comipensation Plaris. " The following table
summarizes our equity compensation plans as of December 31,2006: B ‘

EQUITY COMPENSATION PLAN INFORMATION

Number of securities to be ~

. issued upon exercise of Weighted average I
outstanding options, exercise price of * . Number of securities
T v warrants and rights. outstanding options, remaining available for °
Plan Category : : (1)) warranits and rights future issuance (2}
Equity compensation plans approved ‘ . _
. by security holders........... . . 8,806,296 %2385 4,474,174
Equity compensation plansnot * -~ : = ' S B AR
approved by security holders .. .. .. N/A N/A - NAA
Total................... s 8,806,296 - $23.85 . 4,474,174

i

(1) Includes shares of Series A Common Stock to be issued upon exercise of stock options granted under -
the Company’s Amended and Restated 1997 Stock Option Plan and the Company’s 2004 Long Term

" Incentive Compensation Plan. The Company has also awarded 167,000 shares of restricted stock
under the 2004 Long Term Incentive Compensation Plan, . . L

(2) Includes 252,800 shares of Series A Common Stock available for future stock option and restricted
stock grants under the Company’s 2004 Long Term Incentive-Compensation Plan and 4,221,374
shares of Séries‘A Common Stock reserved for future issuance under the Company’s Employee-Stock

Purchase Plan.
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(e} Performance Graph. The following graph'compares the annual cumulative total stockholder
return on an investment.of $100 in the Series A Common Stock on December 31, 2001, based on the |
market price of the Series A Common Stock and assuming reinvestment of dividends, with the cumulative
total return of a similar investment in (i} companies on the Standard & Poor’s 500 Stock Index and (ii} a_
group of peer companies selected by us on a line-of-business basis and weighted for market capitalization.

CUMULATIVE TOTAL RETURN
: Based upon an initial investment of $100 on December 31, 2001
wrth dividends remvested S

L

$200
5150 TS e
..---;:_'__:.-—-—-t .....";_-_.. IH_--_'—_—--
$100d#-—-*_ _--I“— -_--_-- "lllllIIlllllllI.
$50
50 T T T T 1
- Dec-01 oo Dec-02 Dec-03 . Dec-04 - Dec-05 + Dec06
Hearst-Argyle Television e SEPS00®  “wewsee Custom Composite Index {6 Stocks)
: o Dec-01’  Dec-02 Dec-03 Dec-04 ° Dec-05 Dec-06
Hearst- Argyle,Television ......... e ,$100  $112  $128. $123  $113  $t22
S&PSO0%. .. ..., ST o $100 % 78 $100. $111 $117 $135
Custom Composite. Index (6 Stocks)......... $100-. -$114  $148  $125 $95 § 88

The Custom Composrte Index consists of Belo Corp Smclalr Broadcast Group, Inc., Young Broadcastmg
Inc., Lin TV Corp. (Begin 3Q02), Nexstar Broadcastmg Corp, (Begin 1Q04), and Gray Television Inc.
(Begin 3Q02).

(f) Purchase of Equity Securities by the Issuer and A ffilidgted Purchasers. The following table reflects
purchases made during the three months ended December 31, 2006, of our Series A Common Stock by
Hearst Broadcasting, an indirect wholly-owned subsidiary of Hearst:

Total Number of Maximum Number of
Total Number of Shares Purchased as Shares that May-Yet
Shares Average Price Part of Publicly Be Purchased Under
Period Parchased Paid Per Share Announced Program the Program
October 1 - October 31...... 0 -$0.00 0_ . :
* November 1 — November 30. . 0 +7 $0.00 0 : .
December 1 - December 31. 0 $0.00 0 1,184,656
Total......... e 0 $0.00 0 '

(1) On September 28, 2005, Hearst increased Héarst Broadcasting’s authorization to purchase the
Company’s Series A Common Stock from 20 million to 25 million shares. Hearst may effect such
purchases from time to time in the open market or in private transactions, subject to market
conditions and management s discretion. As of December 31, 2006, Hearst has purchased
approxrmately 23.8 million shares of the Company’s outstanding Series A Common Stock. As of
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December 31, 2006, Hearst owned approximately 53.0% of the Company’s outstinding Series A® - - _ :
- Common Stock and 10{)% of the Company s Series B Common Stock representmg in the aggregate
’ approxrmately 73. 8% of ¢ our outstandmg common stock

’I‘he followmg table reﬂects purchases made by the Company of its. Serles A Common Stock durmg ’
the three months ended December 31, 2006. . oo

w T oy 8t B . .
: . ,

. Tt e b o Approximate Dollar
) __— L oo ' “Total Number of- .  Value of Shares that -
i Total Number of T .Shares Purchased as * May Yet Be
- o, " _ Shares ¢ " Average Price - Part of Pablicly Purchased
Perlod R R ‘Purchased” Paid Per Share Annouwnced Program Under the Program -
October 1 —October 31, Sae 0 - $0.00 - Ser 0 K T RPN
November 1-November30.. - 0 ° “+ $0.00 0 ) '
.. December 1 -Decémber31l.. =~ 0 - ~ $0.00. .0 " $196,710,259
o -Total........: .......... N R $000 . 0 L
' : S . e , : .

(l) [n May 1998, the Company s Board of Directors authonzed the repurchase of up to. $300 miilion of its
“ outstanding Series A Common Stock Such purchases may be éffected from time'to time in the'opén
market or in prlvate transactions, sub]ect to market conditions and management’s discretion. As of

. December 31, 2006, the Company ha$'spent- approx1mately $110. 8 million to repurchase *  * *
approxrmately 4.5 mrllron shares of Serles A Common Stock at an average price of $24.87. There can
be no assurance that such repurchases will oceur in the future or, if they do occur, what the terms of.,
such repurchases will be

- Pl . _ . L L. e s
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ITEM 6. SELECTED FINANCIAL DATA . o

The selected financial data should be read in con}unctlon w1th the hlStOl'lCﬂI financial statements and
notes thereto included elsewhere herein and in “Management’s Dlscussmn and Analysts of Financial -
Condition‘and Results of Operations.” . -

Hearst-Argyle Television, Inc.
(In thousands, excEpt per share data)

Years Ended December 31,
2006(a) 2005(h) +_ 2004(b) 2003((:) 2002(c)

Statement of income data; : : . . . .
Totalrevenue ............ e . % 785402 % 706883 $ 779879 $ 686,775 § 721,311
Station operating expenses: o :

Salaries, benefits and other operating costs ... 397604 364,421 355,641 330,519 331,643

Amortization of program rights ............. . 68,601 60,912 -~ 63,843 62,845 60,821

Depreciation and amortization. ............. 59,161 51,728 50,376 55,467 - 43,566

Impairment loss(dy. .................. ..., — 29,235 ‘ — —. L=
Corporate, general and administrative expenses. . 31,261 23,149 25,268 19,122 , 19,650
Operatmg income....................l 3 228,']75 $ 177438 § 284,751 . $ 218,822 $. . 265,631
Interest eXPense . ................ [EPR 66,103 66,777 65,445 68,726 74,142
Interestincome. ... ... vverinnennrnnnn . {(6,229) (3,402) . (1,715) (511) ) ) {699).
Interest expense, net—Capital Trust{e)......... ) 9,750 9,750° 18,675 15,000 15,000-
Other (income) expense, net(f(g)(h)(i) ........ 2,501 - 2,500 3,700 - — - (299)
Income before income taxes .................. $ 156650 $ 101,813 . $ 198646 $ 135607 $ 177487
Income taxes(m)...........ccvvvinnnnun... .. 58,410 3,012 . 15,724 41,958 "64,959
Equity in (income) loss of affiliates, net.of tax(j) . (483)  (1416) (1,020} (572) 4,511
Netincome .....ooviviint v iinennnenan, $ 98723 § 100,217 § 123942 § 94221 $ 108,017
Less preferred stock dividends(k). . .......... . — 2 1,067 121 7 1,377
Income applicable to common stockholders . .. .. $§ 98723 § 100215 § 122875 0§ 93,010 § 106,640
Income per common share—basic ............. $ 1.06 § 108 §$° 132§ 100 $§ 1.16
Number of common shares used in the S :

calcufation.......... oo il o 92,745 92,826 92,928 92,575 92,148
Income per common share—diluted ........... $° 106 $§ 108 § 130 $ 1.00 § 115
Number of common shares used in the ‘ . ' ‘

ccaleulation. ... ... .. 93,353 93,214 - 101,406 92,990 92,550

Dividends declared per share(l) ... .. e 3 . 028 § 028 $§ 025 % 0.06 —
Balance sheet data (at year-end): . ‘
Cash and cash equlvalerlts ............... . $ 18610 3 120,065 $ 92208 § 71,528 § 4,442
Total assets ............... . $3,958,088 $3,832,359 $3,842,140 $3,799,087 $3,769,111
Long-term debt...... e e $ 777122 $ 777170 $ 882,221 § 882409 § 973,378
Note payable to Capital Trust................. $ 134021 $ 134021 § 134021 $§ 206,18 $ 206,186
Stockholders’ equity. .............. . oiiaa. $1,882,807 % 1,821,459 $ 1,753,837. $1,672,382  $1,579,262
Other data: - . : ' ‘
Net cash provided by operating activities. . ... .. $ 200384 3 128730 3 193 631- § 179,075 $ 205452
Net cash used in investing activities . . ... P $(282,893) $ (41,008) $ (72, 069) $ (25,541) $§ (25,818)
Nét cash used in financing activities............ $ (18946) $ (59,865) $'(100,883) $ (86,448) $ (178,452)
Capital expenditures ................. e $ 64229 $§ 35839 § --36380 § 25392 $ 25920
Programpayments .. .......ooveviinvnrnanen.. $ 67817 § 64,104 $.--62247 § 62039 $ 59870
Dividends paid on common stock. ............. $ 25954 % 25997 §,.22301 — —
Series A Common Stock repurchases........... $ 2,780 $§ 16,385 § 10,920 — —

w1’

-
tadl L

See accompanying notes.
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Notes to Selected Financial Data .
Inciudes (i) the results of our 25 stations which were owned for the entire period presented and the .
management fees derived from three television stations (WMOR-TV, WPBF-TV and KCWE-TV)
and two radio stations (WBAL-AM and WIYY-FM) managed by us for the entire period presented
and (ii) the results of WKCF-TV, after its acquisition by us, from August:31; 2006 through -

- December 31, 2006. -

Includes (i) the results of our 24 stations which were owned for the entire period presented and the
management fees derived from three television stations (WMOR-TV, WPBF-TV and KCWE-TV) and
two radio stations (WBAL-AM and WIYY-FM) managed by us for the entire period presented and

(ii) the results of WMTW-TV, after its ‘acquisition by us, from July 1, 2004 through December 31, 2005.
Includes the results of our 24 television stations which were owned for the entire period presented and the .
management fees earned by us from the stations we manage for Hearst for the entire period presented.

In December 2005, we recorded an impairment charge of $29.2 million to write down to fair value
WDSU’s FCC license and goodwill. Due to Hurricane Katrina, the future cash flows of our station in
New Orleans were negatively impacted resulting in the impairment. '

Represents interest expense on the note payable to our wholly-owned unconsolidated subsidiary trust,
which holds solely parent company debentures in the amounts of $134.0 million at December 31, 2006,
2005 and 2004 and $206.2 million at December 31, 2003 and 2002, and a $3.7 million premium paid to
redeem the Series A Debentures in the amount of $72.2 million on December 31, 2004, offset by our -
equity interest in the earnings of the trust. ' ' o

!

In July 2006, USDTYV fited for Chapter 7 bankruptcy and as a result, the Company wroté off its

_investment of $2.5 million.

In the year ended December 31, 2005, we concluded our joint veriture with NBC Universal and
recorded a loss of $2.5 million. The investment had been accounted for using the equity method. |

In 2004, ProAct Technologies Corporation sold substantially all of its operating assets to a third party.
as part of an overall plan of liquidation. The Company wrote-down our investment in ProAct by $3.7

. million during the year ended December 31, 2004. ..

M)
0)

LY
)

In the year ended December 31, 2002, Other (income) exi)eh_se,_net represents a §upplemcnfal closing
fee paid to us in connection with the sale of the Phoenix Stations in March 2001. -

Represents our equity interest in the operating results of: (i) Internet Broadcasting Systems, Inc. from y
December 2, 1999 through December 31, 2006; (ii) IBS/HATV LLC from September 1, 2002 through e
December 31, 2005; (iif) NBC/Hearst-Argyle Syndication, LLC from April 1, 2002 through December 31,
2005; and (iv) Ripe Digital Entertainment, Inc. from July 27, 2005 through December 31, 2006. B
Represents dividends on the preferred stock issued in connection with the acquisition of KHBS-
TV/KHOG-TV. B -
During 2006, our Board of Directors declared quarterly cash dividends on our Series A and Series B, -
Common Stock for a total amount of $26.0 million. Included in this amount was $19.0.million payable’

to Hearst. During 2005, our Board of Directbrs declared quarterly cash dividends on our Series A and

Series B Common Stock for a total amount of $26.0 million. Included in this amount was $18.0 million

payable to Hearst. Dqgiﬁg 2004, our Board of Directors declared quarterly cash dividends on our
Series A and Series B Common Stock for a total amount of $23.2 million. Included in this amount was
$15.4 million payable, to Hearst. On December 3, 2003, our Board of Directors declared a cash’
dividend of $0.06 per share on our Series A and Series B Common’§tock in the amount of $5.6
iillion, We did not declate or pay any dividends on Common Stock in 2002. "

(m) During the year ended December 31, 2005, $31.9 million in tax benefits were recorded as a result of

the settlement of certain tax return examinations and $5.5 million in tax benefits were recorded as a
result of a change in Ohio tax law.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYS]S OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS - ol

.

Orgamzatlon of lnformauon )

Management’s Discussion and Analysis prov1des a narratwe on.our fmancml performance and
condition that should be read in conjunction with the accompanying consolidated financial statements, Tt
includes the following sections: -

+ Forward-Looking Statements '

Executive Summary

Critical Accounting Policies and Estimates

»

Resuits of Operations '

L ]

Liquidity and Capital Resources - bt

impact of Inflation

Off-Balance Sheet Arrangements ' _ . o oy
» New Accounting Pronouncements '

" . n i

Forward-Looking Statements

This report includes or incorporates forward-looking statements. We base these forward-looking
statements on our current expectations and projections about future events. These forward- looking
statements generally can be identified by the use of statements that include phrases such as “anticipate”,

“will”, “may” “likely”, “plan”, “believe”, “expect”, “intend”, “project”, “forecast” or other such similar
words dnd/or phrases. For these statements, the Company claims the protection of the safe harbaor for’
forward-looking statements contained in the Private Secunnes Litigation Reform Act of 1995. The
forward-looking statements contained in this repoft, concerning, among other things, trends and
" projections involving revenue, income, earnings, cash flow, liquidity, operating expenses, assets, liabilities,
capital expenditures, dividends and capital structure, involve risks and uncertainties, and are subject to
change based on various important factors. Those factors include the impact on our operations from

. Changes in Federal regulations that affcct us, including changes in Federal communications laws or
_regulations;

¢ Local regulatory actions-and conditions in the areas in which our stations operate;
e Competition in the broadcast television markets we serve;

e Our ability to obtain quality programming for our television stations;
* Successful integration of television stations we acquire;

e Pricing fluctuations in local and national advertising;

+ Changes in national and rf:gional_economies;

» Our ability to service and refinance our outstanding debt; .

o Changes in advertising trends and our advertisers’ financial condition; and

+ & Volatility in programming costs industry consolidation, technological developments and major
world events.
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For a discussion of additional risk factors that are_f)articular to our business, please refer to Part I;
' It.em 1A. “Risk Factors” beginning on page 17 These gnq other matters we discuss in this report, or in the
documents we incorporate by.réference into this report, may cause actual results to differ from those we
- describe, We undetake no obligation to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise. ' et T
- P . o FEPTISRE ., s Yeyr

Lt . - ) . - Ty

Executive Summary .~ " . ¢ . P, e SIRCRRNING

Hearst-Argyle Television, Inc. and its subsidiaries (héréaf‘té;f"‘\a;e"’ d}fthé “(_jonibﬁn’y”)'(j\;'n'énd

operate 26 network-affiliated television stations. Additionally, we provide management services to'two
‘network-affiliated stations and one indepéndent television station.and-two radio stations owned by The
Hearst Corporation (“Hearst?) in exchange for management f,e_es.~‘We are a leadér in'the convergence of
local broadcast television and the Internet through our investment in, and operating:agreement-with,

" Internét Broadcasting, which operatés a nation-wide network of television Websites. Our stations’
Websites typically provide news, weather, community information, user generated-content and © -

~entertainment content to our audience. Also, 11 of our stations broadcast additional channels on a .
multicast stream with their main digital channel. o v

N . L T

. y

Events and other factors that have' influénced our 2006 results’
. f L LT Lot EPORT . T g

. e *For the year ended December 3'1; 200@, total revenue inbrgaged 1"1.’1%,. Res@ts for the-yeéfir ended

 reflect record political revénue in a mid-term election year, the positive impact of stratégic
' developments including the Successful'completion’of cértain retransmission consent negotiations
and a station acquisition, and expanded focus on digital media. These results were offset by the
damﬁéfifng impact of weak‘%iut'q'rﬁoti\'gé‘ advertising:" St v y ' :
. : AT ) ,';—:, . Y ' o AN . ,, Voo i .
e On August 31, 2006, the.Company purchased the assets related to broadcast television station
WKCF-TV, the CW-affiliate in Orlando;Florida, for $217.5 million in cash funded witha » -

_ combination of cash on hand and a $100 million advance;under the Company’s Credit Facility. |

« For the year ended December31, 2006, the Company.recorded digital media revenue and
+ associated expenses of $15.5 million and $10.1 million;. respectively.This is primarily due to the
. » restructuring of our relationship with Internet Broadcasting and IBS/HATV LLC which' increased
our equity interest in Internet Broadcasting to.38%:and dissolved IBS/HATV LLC.’As of January 1,
2006, we now recognize results of local Websites directly in our income $tatement. - - -

o'As a resii.lltjof'tl‘ie addpti{()r'f‘uf the farit 'y_a!péi: lre;:og.nirti(‘ir_i pf’ovisio‘n‘é oi: SFASIB(R) as 'cj_f"lljériuary 1,
"~ 2006, tHe Company recoghized stock-based compensation expense of $7.6 million in the year ended
: A eooTar R 0T e o AT

" 'December 31,2006, ¥

-t .
. v s

e In 2006, we recognized insurance pgoéee&é of $5.0 million for a portion of the property‘giamageS"
and expenses inicurred at our station WDSU-TV inl New Orleans, Louisiina as a result of Hrricane
_ Katrina. Of this amount, $2.4 million offsét a receivable _fiom*buf'jpropcrty1in3urprs'gstal'_)'lish’ed in -
"2005 while the remaining $2/6 million wds récorded as an offset to Salatics, benefiis and other
_opérating costs. Additibi}al'ré‘cdﬁeries' ai*e‘e'xpéctiéd inlfﬁ'tuf'e periods. o R

¢" The Company wrote off its ihi}éstlf.llei}.f of $2.5 'm_iliioﬁ in USDTV .v'v'hich'ﬁllgd- for bankruptcy in

, July 2006, - o
. At-December 31, 2006, tota

* . . I * iy =

mber 31, 2005.

1 debt was $867.2 million, unchanged"from Dece

Ty Lo

N - i . e
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Industry Trends

o Political advertlsmg increases m even-numbered years, such as 2006, consistent with the inctease in
the number of candidates running for polmcal office in the interim natronal electron cycle as well as
select state and local elections. =~ " '

¢ Revenue from Olympic advertising occurs exclusively in even-numbered vears, such as 2006, with
the alternating Winter and Summer Games occurring every two years Our 10 NBC stations aired
the 2006 Wmter - Olympics in February 2006.

Fl

e The Federal Communications Commission (“FCC”) has permitted broadcast telev1310n station
licensees to use their digital spectrum for a wide variety of services such as high-definition television
programming, audio, data and other types of communication, subject to the requirement that each
broadcaster provide at least one free video channel equal in quality to the.current technical
standards. Our NBC stations currently broadcast the Weather Plus network, a 24/7 Jocal and
national weather broadcast network, on a multicast stream in addition to, their main digital
channels. In addition, two of our other stations launched 51m11ar station-branded multicast weather
channels in 2006. :

» Compensation from networks to their affiliates.in exchange for broadcasting of network
programming has been sharply reduced in recent years and anay be eliminated in the future.

e Pursuant to the Cable Television Consumer Protection and Competition Act of 1992 (“1992 Cable
Act”) and the FCC’s “must carry” regulations, cable operators are generally required to devote up
to one-third of their activated channel capacity to the carriage of the analog signal of local
commercial television stations. On a cable system-by-cable system basis, a local television broadcast
station must choose once every three years whether to waive the right to mandatory, but
uncompensated, casriage and, instead, to negotiate a grant-of retransmission consent. We opted to
negotiate retransmission consent with most of the cable systems that carry our stations and we
record income from most of these relationships.

» The Satellite Home Viewer Improvement Act of 1999 (“SHVIA”) established a compulsory
copyright licensing system for the distribution of local television station signals by direct broadcast
satellite systems to viewers in each DMA. Under SHVIA’s “carry-one, carry-all” provision, a direct
broadcast satellite system generally is required to retransmit the analog signal of ali local television
stations in a DMA if the system chooses to retransmit the analog signal of any local television
station in that DMA. Television stations located in markets in which satellite carriage of local

. stations is offered may elect mandatory carriage or retransmission consent once every three yéars.
We opted o negotiate retransmission consent for all satellite systems that carry our stations and we
record income from most of these relationship.

N . b

. 'Législatiorr that guides the transition from analog to digital television broadcasting includes a
deadline of February 17, 2009 for completron of the transition to digital broadcasting and the return
of the analog spectrum to the government. As a result, the Company accelerated the depreciation
of certain equipment that may have a shorter useful hfe as a result of the digital conversion.

* In 2006 Nextel was granted the right from the FCCto reclalm from Broadcasters in each market
‘across the country the 1.9 GHz spectrum to use for an emergency COmmumcatlons system. In order
1o claim this signal, Nextel must replace all analog equipment currently nsmg this spectrum with
digital equipment. All broadcasters have agreed to use the digital substitute that Nextel will provide.
The transition will be completed on a market by market basis beginning in 2007, As the transition
takes place in each market, we expect to record gains to the extent that the fair market value of the
* " equipment we receive exceeds the book value of the analog equipment.. ..

FHACA ST
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Critical Accounting Policies and Estimates

Our management’s discussion and analysis of financial condition and results of operations is based on
our consolidated financial statements, which have been prepared in accordance with accounting principles
generally accepted in the United States of America. The preparation of our consolidated financial
statements requires us to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenue, and expenses, and related disclosure of contingent assets and liabilities. On an ongoing
basis, we evaluate our estimates, including those related to allowances for doubtful accounts; program
rights, barter and trade transactions; useful lives of property, plant and equipment; intangible assets;
carrying value of investments; accrued liabilities; contingent liabilities; income taxes; pension benefits; and
fair value of financial instruments and stock options. We base our estimates on historical experience and
on various other assumptions, which we believe to be reasonable under the circumstances. Had we used
different assumptions in determining our estimates, our reported results may have varied. The different
types of estimates that are required to be made by us in the preparation of our consolidated financial
statements vary significantly in the level of subjectivity involved in their determination. We have identified
the estimates below as those which contain a relatively high level of subjectivity in their determination and,
therefore, could have a more material effect upon our reported results if different assumptions were used.

Impairment Testing of Intangible Assets—In performing our annual impairment testing of goodwill and
FCC licenses, which are both considered to be intangible assets with indefinite useful lives, we must make a
significant number of assumptions and estimates in determining the fair value based on the present value
of future cash flows. To assist in this process, we utilize the services of an independent valuation consulting
firm. See Note 4 to the consolidated financial statements. The assumptions and estimates required under
the impairment testing of goodwill and FCC licenses include future market revenue growth, operating
profit margins, perpetual growth rates, market revenue share, and weighted-average cost of capital, among
others. For the year ended December 31, 2006, estimates of the present value of future cash flows for our
stations exceeded the book value of our FCC licenses and goodwill indicating no impairment of these
assets. For the year ended December 31, 2005, estimates of future cash flows for our station in
New Orleans were reduced significantly from prior year due to the negative impact of Hurricane Katrina
on the New Orleans market. As a result, the Company wrote down its book value of indefinite lived
intangible assets and goodwill by $29.2 million, which was comprised of $26.2 million of FCC license and
$3.0 million of goodwill. : o :

Pension As.éumptions—-ln computing projected benefit obligations and the resulting pension expense,
we are required to make a number of assumptions. To assist in this process, we use the services of an
independent consulting firm. See Note 16 to the consolidated financial statements. To compute our
projected benefit obligations as of the measurement date of September 30, 2006, we used the discount rate
of 5.75% and an average rate of compensation increase of 4.0%. In determining the discount rate
assumption of 5.75%, we used a measurement date of September 30, 2006 and constructed a portfolio of
bonds to match the benefit payment stream that is projected to be paid from the Company’s pension plans.
- The benefit payment stream is assumed to be funded from bond coupons and maturities as well as interest
on the excess cash flows from the bond portfolio. To compute our pension expense in the year ended
December 31, 2006, we assumed a discount rate of 6.0%, an expected long-term rate of return on plan
assets of 7.75%, and an average ratc of compensation increase of 4.0%. See Note 15 to the consolidated
financial statements for further discussion on management’s methodology for developing the expected
long-term rate of return assumption. We consider the assumptions used in our determination of our
projected benefit obligations and pension expense 10 be reasonable.

Pension Assumptions Sensitivity Analysis

The weighted-average assumptions used in computing our net pension expense and projected benefit
obligation have a significant effect on the amounts reported. A one-percentage point change in each of the
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assumptions betow would have the following effects upon net pension expense and projected benefit
obligation, respectively, in the year ended and as of December 31, 2006:

One Percentage Point Increase’ One Percentage Point Decrease
Expected long- Rate of B Expected long- Rate of
Discount termn rate of  compensation  Discount term rate of  compensation
Rate return increase Rate return increase
) (In thousands)
Net peasion (benefit) .
EXPENSE .« v etverae s, - 4,187y (1,434) 910 4,748 . 1,435 (852)

Projected benefit obligation. .  (26,326) N/A 5,011 31,300 N/A {4,184)

Income Taxes—Income taxes are accounted for in accordance with Statement of Financial Accounting
Standards (“SFAS”) No. 109, Accounting for Income Taxes (“SFAS 109”), which requires that deferred tax
assets and liabilities be recognized for the differences in the book and tax bases of certain assets and
liabilities using enacted tax rates. SFAS 109 also requires that deferred tax assets be reduced by a valuation
allowance if it is more likely than not, that some portion or all of the deferred 1ax assets will not be
realized. Income tax expense was $58.4 million or 37.3% of pre-tax income in our Consolidated Statement
of Income for the year ended December 31, 2006. Deferred tax assets were approximately $4.7 million and
deferred tax liabilities were approximately $838.2 million as of December 31, 2006. Our estimates of
income taxes and the significant items giving rise to the deferred assets and Ilabllmes are set forth in
Note 9 to the consolidated financial statements. These estimates reflect our assessment of future taxes to
be paid on items reflected in the consolidated financial statements, giving consideration to both timing and
probability. Actual income taxes could vary from such estimates as-a result of futire changes in income tax
law or.reviews by the Internal Revenue Servnce or other tax authontles

Investment Carrying Values—We have investments in unconsolidated afflllates whlch are accounted
for under the equity method if our equity interest is from 20% to 50%, and under the cost method if our
equity interest is less than 20% and we do not exercise significant influence over operating and financial
policies. We review the carrying value of investments on an ongoing basis and adjust them to reflect net
realizable value, where necessary. See Note 3 to the consolidated financial statements. As part of our
analysis and determination of the net realizable value of investments; we must make assumptions and
estimates regarding expected future cash flows, which involve assessing the financial results, forecasts, and
strategic direction of each company. During the year ended December 31, 2006, the Company wrote off its
investment of $2.5 million in USDTV. In December 2005 NBC and the Company concluded the
- NBC/Hearst-Argyle Syndication, LLC joint venture and as a result, the Company recorded a loss of $2.5
million. During the year ended December 31, 2004, the Company recorded a $3.7 million write-down to
net realizable value of the Company’s investment in ProAct Technologies Corporation. We consider the
assumptions used in our determination of investment carrying values to be reasonable,

¥
Results of Operations

Results of operations for the years ended December 31, 2006, 2005 and 2004 include (i) the results of
our 24 television stations, which were owned for the entire period.presented, and the management fees
derived by the three television and two radio stations managed by us for the entire period presented;

(ii) the results of operations of WKCF-TV, after our acquisition of the station, on August 31, 2006; and
(iii) the results of operations of WMTW-TV, after our acquisition of the station, on July 1, 2004.
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Year Ended December 31, 2006 - .
Compared to Year Ended December 31, 2005

Tt e s : For the years ended -
. : - December 31, . e ¥
e o e L . 2006 2005 S_Cl‘lan_gg_ % Change
- T : . - (In Thousands) s

Total revenue .. ..... U e e ... §$785402 '$706,883 §$ 78519 11.1%

‘Station operating expenses: ) ' B B :

* Salaries, benefits and other operating costs .......... 397,604 - 364,421 33,1837 ' :9.1%
Amortization of program- rights........... R Loo 68,601 60,912 7,689 12.6%
Depreciation ‘and amortization . .. . .. e 759,161 51 728 - 7433 14.4%
Impairmentloss ..............o. ... s — . 29735 7(29235) -100.0%

Corporate, general and administrative expenses ........ 31,261 23, 149 8112 ~ 350%

Operating ificome. . ... -« vvveaereeeenannnaive..n o $228775 $177,438° $251,337 - 128.9%

Interest expense ..«0 .. i, ... A S e c.. 66,103 66,777 -(674)  -1.0%

Interest income. ......... PP e L (6229) (3,402) - (2,827) 83.1%

Interest expense, net——Capltal TOUSE oo v ovveeiee e 9,750 9,750 v R 0.0%

Other expense. . ... \-.... oo ... . Lo 2,501 2,500 .1 - 0.0%

Income before i mcome taxes and equnty ............. ... $156,650 $101,813 § 54,837 33.9%

INCOME 12X EXPEIISE . .. - v v vvvarenmennennenss ..., $58410 $ 3012 .$ 55398 1839.2%

Equity in income of affiliates, netof tax. ............... (483) @ 4J . 933 -65.9%

Net income .............. SO AR $ 98,723 5100 217 $ (1494)  1.5%

Total revenuie. . : o : Lo P

Total revenue includes: e O R

(i) cash advertlsmg revenue, net of agency and nanonal representanves commissions;
i ' - . - ' Y

(i) retransmlssmn consent Tevenue;

(i) net dlgltal media revenue, which includes primarily Internet advertising revenue and, to a lesser
_extent, revenue from advemsmg on multicast weather channels;

(iv) network compensanon and

"(v) other revenue, prlmarlly barter and trade revenue.

’

B .o ) ) S ' hE ‘”Forlheyearsended -"7_ - SHed s
December 31, ] ) )
2006 2005 $ Change % Change
(In thousands) , P
Net local & national ad revenue (excludmg political).:  $614,257 $629,837  $(15,580) -2.5% -
Net digital mediarevenue. . % .......ocoviiiiinian s C 15513 . 335 15178 4530.7%
Net political FeVENUE . . .. ...ovvvievsiininriaeinns 88,040 . -.12,393  .75647., . 610.5% -
Network COmpensation . ... .....oveeiareenrvenn.s © 9810 19,087 . (9,277) -48.6%. .
'Retransmission consent revenue. . ... .. PP 17,908 6,765 11,143 164.7%;".
Other revenues. . . .: e e e . 39874 " 38,466 1,408 - 37%
Total revenue U R O ' §785,402 $706,883 $ 78,519 - 1I1%
<

37




Total revenue in the year ended December 31, 2006 mcreased $78 5 million or 11.1%: ThlS increase
was primarily attributable to the following factors: . N S -

(i) a $75.6 million increase in net political advertising revenue resulting from the normal, cyclical .
~_ nature of the television broadcasting business, in which the demand for advertising by candidates
*'. " running for political offlce significantly increases in even-numbered election years (such as 2006),

(11) a $11.1 million increase in retransmission consent revenue; and S L : t

e {1il) $15.2-million increase in net digital media revenue; S

'

' (iv) an increase in the 'furniture and housewares, attractions, Tetail and telecommunications’
categorres advertrsmg associated with the Olympics on our NBC affiliated StathnS and the
acquisition of WKCF-T'V; partlally offset by

Y.L 1 -,

(v) 2 3$9.3 million dec_rease in netw(?rk compensatlon; and , .

-(vi) adecrease in the automotive, pharmaceutical, fast food and beverages categories.

Salan’es benefits and other operating éosts : - e

Salarres benefits and other operatmg costs were $397.6 million in the year ended- December 31, 2006
as compared to $364.4 ‘milfion in the year ended December 31, 2005, an increase of $33 2 million or 9.1%.
Thls increase was primarily due to . .

(1) a 1 $10.2 million i mcrease in compensatron pension and employee benefrts expense
(11) a $10 0 million increase in dlgltal media | expenscs; '
(iii) $3.8 million in stock-based compensation expense;

(iv) an increase in expenses due fo the vams:tlon of WKCF- TV on August 31, 2006 partially
offset by -

(v) $2.6 million of insurance proceeds recognized for a portion of the property damages and
expenses incurred at our station WDSU-TV in New Orleans, Louisiana as a result of Hurricane
Katrina; and - - AN , JNEE Lo : ‘

T3

(vi) a $1.9 million decrease in Trade/Barter Ekpenée.

Amortization of program rights.

Amortlzatlon of program rrghts was $68.6 rmllron in the year ended December 31 2006 as compared
to $60.9 million in the year ended December 31, 2005, an mcrease of $7.7 million or 12.6%. This increase
* was primarily due to: - 2 '

(i) renewal of popular shows at hlgher rates; and L ) L '
(i) an increase in amortization due to the purchase of WKCF-TV which has a higher cost of
’ programmmg due to the nur_nber of syndicated programming that air on the station.

Pt K

Depreczanon and amomzatzon :

Depreciation and amortlzatlon was $59.2 mllhon in the year ended December 31 2006 as compared
to $51.7 million in the year ended December 31, 2005, an increase of $7.4 million or 14.4%. Depreciation
expense was $52.8 million in the year ended December 31, 2006, as compared to $45.7 million in the year
ended December 31, 2005, an increase of $7.1 million or 19.7%. This increase was primarily due to higher
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.

..capi'[_alQexpenditurcs, additioﬁal"deprcéi‘ation from WKCF-TV which'_we acqufred on Augu:st 31, 2006 an'q’ ) .
. acceler_gte'gl-deprecia'tion of analog equipment. ' o oo T

Amottization was $6.3 million and $6.0 million for the years ended December 31, 2006 and 2005.

N L .y &

Impairment loss.
The Company recorded a $29.2 million write down of its indefinite lived intangible assets and goodwill
for the year ended December 31, 2005 which was comprised of $26:2 million in respect of FCC license and

o % g0

. $3.0 million in respect of-gdodwill. In performing its annual review forimpairment the Company;reduced
its estimatés of future cash flows for our station in New Orleans due to the negative impact of Hurricane
Katrina on the New Orleans market. : 3

*w, e
"-»"':'.\. v f . : fa ' '.':. . . LN -
Corporate, general and administrative expenses. . S '

. CE - . -

Cﬁfporate,.gene;al angd administrative expenses'were $31.3 million in the year ended ]Qé_cémbe_i’ 31,
2006, as compared to $23.1 million in the'year ended December 31, 2005, an increase of $8.1 million or
35.0%. The increas¢ was primarily due to: - _ S

(i) -a $2.0 million increase in salaries and incentive costs, a portion of which is related.to our

_investment in our digital media initiatives; . . e :

_

. AT
(ii) ..$3.7 million'in stock-based compensation expense; qnd ) e
S (iii)‘;-: 2:$1.6 million increase due in large part to the timing-of professional services €xpenses. -

(L . v 1

Operatingiricomes. "+ . T - o
’ e v s e L ' o R L3 1 Y ;'.f-‘ e N P
., Operating income was $228.8 million in the year ended December 31, 2006, as compared to $177.4

million in the year ended December 31, 2005, an increase of $51.3 million or 28.9%. This net increase in. .

operating income was due to the items discussed above. '

Interest expense. _ ]
. ,jﬁte}és.i_ expense was $66.1 million in the year ended December 31, 2006, as compared 10, $66.8 million °

_ in'thie year énded December 31, 2005, a decrease of $0.7 million 6r'1.0%. This decrease was primarily ~ .
due to: ' : ’

- (i)‘; a decrease in interest expense as a result of the repurchase of $10 million and $15 million of our’
senior notes and the related decrease in the amortization of deferred financing fees, partially

offset by; . . (
(ii) an increase in interest expense c‘liie'to the borrowing of $100 million on our credit fadility in
August 2006. “ ) '
Interest income. : L ,

" Interest income was $62 million in the year‘énded December 31, 2006, as compared to $3.4 million in
the year énded December 31, 2005, an increase of $2.8 million or 83.1%. This increase is due 10 higher .,
cash balances on average and higher interest rates in the 2006 as compared to the same period in 2005. )

,e

Interest Expense, net—Capital Trust. L
. i o

Interest expense, net, tothé: Capital Trust, was $9.8 million for the years ended December 31, 2006 ’
and 2005. T

k]
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Othere.xpense L, . C R

Other expense was $2.5 mllhon for the years ended December 31, 2006 and 2005. In July 2006 R
USDTY filed for Chapter 7 bankruptcy and as a result, the Company wrote off its investment of $2.5
million. In December 2005, NBC and the Company concluded the NBC/I-Iearst-Argyle Syndncatton LLC
joint venture and as a result the Company recorded a loss of $2.5 million. :

. - . A " B - P
_Income taxes. ! . +

- Income tax expense was $58 4 mtlllon in the year ended December 31, 2006 as compared to $3 0
mtllton in the year ended December 31, 2005, an increase of $55.4 million. This increase in income fax .
expense was primarily due to: ‘ '

(i) anincrease in income before income taxes from $101.8 million for the year ended December 31 .
2005 10 $156.7 million for the year ended December 31, 2006; and

(i1) $37 4 mtlhon in tax benefits recorded as a result of the settlement of certain tax return -
examinations and changes in Ohio tax law in the year ended December 31 2005.

. We expect our effectwe tax rate for the year ending December 31 2007 to be approx1mate1y 39 5%

Equity in (income) of affiliates, net of rax.

. Equity in (income) of affiliates, net of tax was $0.5 million in the year ended December 31,°2006, as
compared to $1.4 million in the year ended December 31, 2005, a decrease of $0.9 million or.65.9%. See
~ Note 3 to the consolidated financial statements, For the year ended December 31, 2006, our share of
income in Internet Broadcasting Systems, Inc. (“Internet Broadcasting”) was offset by our share of losses,
in Ripe Digital Entertainment, Inc. (“Ripe TV”). For the year ended December 31, 2005, our equity
represented our share of income in IBS/HATV LLC offset by our share of losses at Internet Broadcastmg
and Rtpe TV. . :

Net income. .

Net income was $98.7 million in the year ended December 31, 2{)06 as compared to $100. 2 million i m
the year ended December 31, 2005 a decrease of $1.5 million or 1.5%. This decrease was due to the 1tems‘
discussed above. g . .
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Year Ended Décember 31, 2005. -
Compared to Year Ended December 31, 2004

- 1

For the years ended

A ' . Co December 31, "¢ X S “
' 2005 2004 $ Change % Change
: . . o ‘ (In Thousands) T
Total revenue ... ... U e $706,883 §779,879 §$ (72,996) @ —9.4%
Station operating expenses: . : Core .
Salaries, benefits and other operating costs .......... = 364421 . 355641 8780  2.5%
Amortization of program rights.’ .. .. areneenes ceee ‘ 60912 . 63843 (2,931) -4.6%
Dcpreciation‘and AMOTHZALION .. . oo e e 51,728 50,376 . 1352  27%
IMPAIrMENt LOSS .+t vv v eianeiaeineianaaaaanees ‘ 29,235 . - . 29,235 N/A
Corporate, general and administrative EXpenses ........ c+ 23,149 25,268 . (2,119) - -84%
" Operating income. ............... e ... $177,438 $284,751 $(107,313) -37.7%
[RLETEST EXPENSE . i+ o2 oealeeneeiianseeeneneennee 66777 - 65445 1332 20%
Interest income. . . . . . PR U e ’ (3402) ' (L715) - (1,687)  98.4%
" Interest expense, net—Capital Trust .............. Go.s . 9750 . 18,675 . (8925) —47.8%
Other expense. ............... PR e 2,500 3,700. - . (1,200) —32.4%
Income before income taxes and equity. ... .. e .o $101,813  $198,646 $ (96,833) —48.7%
IDICOME tAX EXPEMSE -+« v v evvsnre e er e neeaaneansansns $ 3012 §$ 75724 §.(72,712) . -96.0%
Equity in income of affiliates, netof tax. ............... (1,416) (1,020) (396) 38.8%
Net incorme ... ....... SUUTITIRY O eii.... 3100217 '$123,942 § (23,725) -19.1%
Total revenue. 7
“Total revenue includes: ‘ -
(i) cash advertising revenue, nét of agency anq‘iiat’ional representative's’ commissions;
(i) network comipensation; - .
(iii) retransmission consent revenue; and
(iv) other revenue, ’iﬁrimari_ly.ijarter and trade réve.nue.
Far the years ended . v
. December 31, .
o ’ . [ 2004 $ Change % Change
Net local & national ad revenue (excluding political) ...  $629,837 $621,805 $ ‘8,032 1.3%
Net digital media revenue. .......0.........oes e o335 L = 335. . N/A
Net political revenue............... e T 12393 0 86,733 (74,340) -85.7%°
Network compensation . ........cocveeveroeaienns “.. 19,087 28,980 (9,893) -34.1%
Retransmission consent revenue - .. ........oovovens ‘. 6,765 1,822 4943  271.3%
Other revenues. . ...... ..o ot Ceei..i. ' 38,466 40,539 (2,073) 5.1%
Total revenue . ... ..uuu el Ut $706,883 < 779,879 - $(72,996) - —9.4%
. . . . . ¥ " oy . === ' = - = = -

Total re_:vi_:'mic in the year ended December 31, 2005 was $706.9 miilion, as compared to $779.9{_\niillion
in the year ended December 31, 2004, a decrease of $73.0 million or 9.4%. This decrease was primarily

: :attributable to the following factors:

(i) a$74.3 million decrease in net political advertising revenue resulting from the normal, cyclical -
nature of the television broadcasting business, in which the demand for advertising by candidates
running for political office significantly increases in even-numbered election years (such-as 2004);
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(i) a$19.7 million decrease representing the absence of net Olympic revenne; and
' ~(m) a $9 9 mrlhon decrease in network compensation; partially offset by’
(1v) an increase in the automotlve ' financial services, and furniture and housewares categorles and

(v) a$54 million increase in retransmission consent revenue.

Salaries, benefits and other operating cosis. ' L e

Salarics, benefits and other operating costs were $364.4 million in the year ended December 31,2008,
as compared to $335.6 million in the year ended December 31 2004, an mcrease of $8 8 mrlhon or2. 5%
Thrs increase was pnmanly due to:

() ag49 mrlhon increase in payroll expense : : o .
(i) a $4.1 million increase in pens1on and employee benefit expense; and .
" (iii) $3.7 million in incremental expenses due to Hurricane Katrina; partially offset by |

(w) a $?_ 1 million decrease in Trade/Barter Expense and . ! : . ! )

(v) a $2 5 n'ulllon decrease in property and casualty insurance expense.

Amortization of program nghts

Amortization of program rights was $6O 9 million in the year ended December- 31, 2005 as compared
to $63.8 miilion in the year ended December 31, 2004, a decrease of $2.9 million or 4.6%. This decrease
was primarily due to: -

(i) cost savings by replacing certain higher cost first-run programs; and
(i) a$2.2 mll]lOl’l wrlte down of certain syndlcated programs in 2004; partlally offset by

(m) the addmonal programmmg cost for WMTW- TV, which we acqu1red on July 1, 2004

Depreciation and amortizalion,

Depreciation and-amortization was $51.7 million in the year ended December 31, 2005, as compared
to $50.4. million in the year ended December 31, 2004, an increase of $1.4 million or 2.7%. Depreciation
expense was $45 7 mllhon in the year ended December 31, 2005, as compared to $44.4 million in the year
ended December 31 2004, an'increase of $1.3 million or 2.9%. This increase was primarily due to
addmonal deprecratlon from WM’IW TV, which we acqmred on July 1, 2004.

Amortization was $6.0 million in each of the years ended December 31, 2005 and 2004. -

Impairment loss.

+ "The Company recorded a $29.2 million write down of its indefinite hved intangible assets and goodwdl
for the year ¢énded December 31, 2005 which was comprised of $26.2 nillion of FCC license and $3.0
million of goodwill. In performlng its annual teview for impairment the Company reduced its’ éstimates of
futré cash flows for our station in New Orleans due to the neganve 1mpact of Hurricane Katrina on the
New Orleans market. - oo . _ , Lo

H
a
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Corporate, general and administrative expenses.

Corporate, general and administrative expenses were $23.1 million in the year ended December 31,
2005, as compared to $25.3 million in the year ended December 31, 2004, a decrease-of $2.1 million or
8.4%. The decrease was primarily due to: : - o

(i) a decrease in salaries and incentive costs; and

£

(ii) a decrease in accounting ahd..consulti'ng fees primarily as a result of a reduction of costs
associated with Sarbanes-Oxley Section 404 compliance. "‘

Operating income. T Co R

Operating income was $177.4 million in the year ended December 31,2005, as compared to $284.8
million in the year ended December 31, 2004, a decrease of $107.3 millioh or 37.7%. This net decrease in
 operating income was due to the items discussed above. ' . v . ~

Interest expenise.” - ER : g o

[ntet,eg.t"cxperis-e was $66.8 miilion in the year ended fi_écferﬁbér 31, 2005, as cbmparéd to $65‘.21 million
_in the year ended December 31, 2004, an increase of $1.3 million or 2.0%. This increase was primarily .
due to: = ‘ - ' ' ’

(i) the $0.7 million premium paid in the fourth quarter of 2005 on the repurchase of $15 million of
our 7.5% Senior Notes due 2027; and ' e

(i) the acceleration of $0.7 million of deferred financing costs related to the repurchase of those
Senior Notes. ‘ e : ' o

R

3
Interest income. : . o T

“Interest income was $3.4 million in the year ended December 31, 2005, as combér’ed to $1:7 millicn in
the year ended December 31, 2004, an increase of $1.7 million or 98.4%. This increase was due in part to
higher cash balances. ' . .

- Interest Expense, net—Capital Trust. L , i

Intefest cxpense, net, t6 the Capital Trust, was $9.8 million in the year ended December 31, 2005,
compared to $18.7 million in the year ended December 31, 2004, a decrease of $8.9 million, o'r‘47.8%f The
decrease results from $5.4 million in interest savings due to the redemption of the $72.2 million Series’A
Debentures in December 2004 and the absence of a $3.7 million premium we paid in 2004 for the .
redemption of those Debentures. ' - :

Other expense. . _ i _ LI

4

Other expense was $2.5 million in the year ended December 31, 2005, as compared t0.$3.7 million in
the year ended December 31, 2004, a decrease of $1.2 million or 32.4%. In December 2005, NBC and the
Company concluded the NBC/Hearst-Argyle Syndication, LLC joint venture and as a result, the Company
recorded  loss of $2.5 million. During the year ended December 31, 2004, the Company recorded'a $3.7
million write-down to net realizable value of the Company’s investment in ProAct Technologies .
Corporation, )

y 2 A t P
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Income taxes.

-Income. tax expense.was $3.0 million in the year ended December 31, 2003, as compared to
$75.7 million'in the year ended December 31, 2004, a decrease of $72 7 million or 96.0%. This decrease in
. income tax expense was primarily due to

(i) a decrease in income before income taxes from $198.6 million for the year ended December 31,
2004 to $101.8 mllllon for the year ended December 31, 2005;

(i) $31.9 million in tax beneﬁts recorded as aresult of the settlement of certam fax return
examinations in the period ended June 30, 2005; and :

(iii) a net deferred tax benefit of $5.5 million as a result of Ohio tax law changes.

Equuy in (mcome) of a_ﬁihares ner

Equ1ty in income of affiliates, net of tax was $1.4 mllllOI‘l in the year ended December 31, 2005 as
compared to $1.0 million of income in the year ended December 31, 2004, an increase of $0.4 million or
38.8%. See Note 3 to the consolidated financial statements. This increase was primarily due to the
improved operating results of Internet Broadcasting, IBS HATV LLC and related Websites partially offset
by a'loss from our investnient in Ripe TV. Our share in the financial results of Internet Broadcasting
entities was $1.7 million in the year ended December 31, 2005 as compared to $1.0 million in the year
ended December 31, 2004.

Net income,

Net income was $100 2 million in thg year ended December 31, 2005, as compared to $123 9 million in
the year ended December 31, 2004 a decrease of $23 7 million or 19.1%. This decrease was due 1o the
items discussed above, primarily:

(i) adecrease of $107.3 million in Operating income; and
. (i) - a decrease of $8.9 million in Interest expense, net—Capital Trust; partially offset by

(iii) a decreasé of $72:4 million in Income taxes, in the year ended December 31, 2005, as compared
to the year ended December 31, 2004,

Liquidity and Capital Resources

For the years ended ) )
December 31, . 2006 vs 2005 | 2006 vs 2005

‘ 2006 2005 ‘ $Change "% Change
: i _ (in Thousands) : o i
Net cash provided by operatmg activities. ... ...... -$ 200,384 $128,730 § 71,654 . . S56%
Net cash used in investing activities ...........,... $(282,893) $(41,008) $(241,885). . 590%
Net cash used,in financing activities .. ............. § (18,946) $(59.865) $§ 40919 ~68%
Cash and cash equwalents ....................... $ 18,610 $120,065 $(101 455) C -85%
Cash paid during the year for: ‘ . ) . .
INEETESt, . .o vveveeleenianinienianieeenese,oie. $765,144  $ 64320 § 824 1%
Interest | on Note payable to Cap1ta1 Trust el $ 9750 § 9750 § & — 0%
Taxes, netofrefunds...........0.....0.... U $ 38518 $ 398392 §$ (1,374 3%
Dividends paid on common stock . ... ..... Ll % 25954 % 25997 % (43) 0%
Series A Common Stock repurchases.............. $ 2,780 §$ 16385 $ (13,605) -83%

As of December 31, 2006, the Company’s cash and cash equivalents balance was $18.6 million, as
compared to $120.1 million as of December 31, 2005. The net decrease in cash and cash equivalents of
$101.5 million during 2006 was due to the factors described below under Operating Activities, [nvesting
Activities, and Financing Activities.




. Operating Activities ' ' .

"Net cash prov1ded by operating acnvmes was approx1mate1y $200.4 million and $128.7 ml]llOI‘l in the
vears ended December 31, 2006 and 2005 respectlvely The increase in net cash provided by operatlng
activities of $71.7 million in the year ended December 31, 2006 was primarily due to:

(i} the increase in our revenue, driven by political advertising for which we receive cash in advance;

(ii) contrlbutlons to the pens10n plans in 2005 of approximately $18.9 million that were not made in - -

2006;
_ (ifi) the'timing of tax payments and accounts payable; and
‘(iv) cash reeeived due to the dissolution of IBS/HATV LLC.|

Investing Activities

Net cash used in investirig activities was approximately $282. 9 million and $41.0 million in the years
ended December 31, 2006 and 2005, respectlvely Investing activities in 2006 included the acquisition of
WKCE-TV for $217.5 million in cash and investments in digital media companies. In 2006 and 2005, we
invested an aggregate of $10.6 million and $8.5 million, respectively, in Internet Broadcasting, Ripe TV,
USDTYV and to unwind our joint venture w1th NBC Universal. Se¢ Note 3 to the consolidated financial
statements.

During the year ended December 31, 2006, we invested $64.2 million in capital expenditures as
. compared to $35.8 million invested in the year ended December 31, 2005 The mcreased level of capltal
mvestment relates primarily to special projects as follows: = -

(i) $24 million on building projects in Kansas City, Baltlmore New York and Orlando E

3

(i) $12 million on digital telev1510n projects,
(iii) $9 million on news acqu151tlon and editing equlpment
(iv) $4 million on information technology projects,

(v} $1 million on repairs re]ated to, damage caused by Humcane Katrina.

: FmancmgAcnvmes

+

Net cash used in flnancmg actmtles was approximately $18.9 mllhon and $59 9 mllhon in the years
ended December 31, 2006 and 2005, respectively. In the year ended December 31, 2006, we used cash
: provnded by operating activities primarily to pay the first installment of $90 million principal of our private
placement debt, fund $26.0 million in dividends and to repurchase of $10.0 million of our 7% senior notes
due 2018. In the year ended December 31,.2005, we used cash provided by operating activities to fund
$26.0 million of dividends to our holders ‘of Series A and B Common Stock, repurchase $16:4- million of
Series A Common Stock and repurchase $15 million of our 7.5% senior notes due 2027. !
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Long -term debt outstanding was relatively unéhanged at Deéember 31, 2006 from December 31 2005

payment on Our private placement debt. The changes in long- term debt in the year ended December 31
2006 were as follows (in thousands): - ‘

) . Revolving Credit Private Placement . Capital Lease
. : Facility Senior Notes - Debt - Obligations Total
Balance at December 31, 2005. $ . — . 8417110 $450,000 $60 . 3867170
Payments.................... : — — (90,000} (48) (90,048)
Borrowings .................. 100,000 — —_— . — 100,000
Repurchases ............. ..., — (10,000) — — (10,000)

Balance at December 31, 2006. . $100,000 $407,110 $360,000 $ 12 $867,122

Certain of our debt obligations contain financial and other covenants and restrictions on the
Company. None of these covenants or restrictions includes any triggers explicitly tied to the Company’s
credit ratings or stock price. We are in compliance with all such covenants and restrictions as of .

December 31, 2006. All of our long-term debt obligations as of December 31, 2006, exclusive of capltal
lease obligations and the credit facility, bear interest at a fixed rate. Our credit ratings for long-term debt |
obligations, respectively, were BBB- by Standard & Poor’s and Fitch Ratings, and Baa3 by Moody’s
Investors Service, as of December 31, 2006. Such credit ratings are considered to be investment grade..

In November 2006, we increased our five-year unsecured revolving credit facility which matures on
April 15, 2010 to $500 million. The credlt facility can be used for general corporate purposes including
working capital, investments, acqu151t10ns debt repayment and dividend payments. Outstanding principal
balances under the credit facility will bear interest at our option at LIBOR or the alternate base rate
(“ABR™), plus the applicable margin. The applicable margin for ABR loans is zero. The applicable margin
for LIBOR loans varies between 0.50% and 1.00% depending on the ratio of our total debt to carnings
before interest, taxes, depreciation and amortization as defined by the credit agreement (the “Leverage
Ratio”). The ABR is the greater of (i) the prime rate or (ii) the Federal Funds Effective Rate in effect plus
0.5%. We are required to pay a commitment fee based on the unused portion of the credit facility. The
commitment fee ranges from 0.15% to 0.25% depending on our Leverage Ratio. The credit facility is
general unsecured obligation of the Company. We have borrowed $100.0 million under the credit facility
as of December 31, 2006.

On December 31, 2004, we redeemed a portion of the Series A Debentures. We orlglnally lssued
$206.2 million of Series A ‘and Series B Debentures on December 20, 2001 to our wholly-owned
unconsolidated subsidiary Capital Trust in exchange for the proceeds of a $200.0 million private placement
of Redeemablé Convertible Preferred Securities which the Capital Trust issued to institutional investors.
We redeemed the Series A Debentures in their entirety in the aggregate prmmpal amount of $72.2 million,
at a price of $52. ‘625 per $50.00 principal amount in accordance with the terms of the indenture. The -
redemption‘of the Sefies A Debentures triggered a simultaneous redemption by the Capital Trust of 14
million shares of its Series A Securities, as well as the redemption of 43,299 shares of the Capital Trust’s
common stock, which were held by us. The Series A Securities were effectively convertible, at the option of
the holder, into shares of our Series A Common Stock at a rate of 2.005133 shares of Series A Common
Stock per $50 principal amount of Series A Debentures (an effective conversion price of $24.9360). The
redemption of the Series A Debentures will remove the potential dilution of 2.8 million shares and reduce
Interest expense, net—Capital Trust by $5.3 million per year starting in 2005. We recognized a pre-tax loss
of $3.7 million related to the redemption premium, which is included in Interest expense, net—Capital
Trust in the Consolidated Statement of Income for the year ended December 31, 2004. See Note 7 to the
consohdated fmancnal statements.

A

As of December 31, 2006, the Company has outstanding $134.0 million aggregate principal amount of
Series B Debentures which are convertible into 5,128 shares of Series A Common Stock in the aggregate.
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The Series B Debentures mature on-December 31, 2021 and bear interest at a rate of 7.5% per year. The
Company, has the right to defer interest on the Debentures (and therefore distributions on the .
Redeemable Convertible Preferred Securities) by extending the interest payment period from time to time
in accordance with and subject to the terms of the Redeemable Convertible Preferred Securities. The
Series B Debentures may be redeemed at the option of the Company (or at the direction of Hearst) at any
time on or after Décember 31, 2006. The redemption prices (per $50 principal amount) of the Series B
Debentures range from $51.875 in 2007, declining to $50:375 in 2011 and $50 thereafter to maturity. The'
Redeemable Convertible Preferred Securities issued by the Capital Trust are effectrvely tonvertible, at the
option of the holder at any time, ‘into shares of the Company’s Series A Common Stock, par value $.01 per
share through an exchange of such Redeemable Convertible Preferred Securities for a portion of the
Debentures of the corresponding series held by the Capital Trust

We redéemed 1 600 shares of Series A Preferred Stock on J anuary 1, 2004 and 5 468 shares of
Series B Preferred Stock on December 10, 2004 for an aggregate amount of $7.1 million. We redeemed
5,781 shares outstanding of Series A Preferred Stock and 5,470 shares outstanding of Series B Preferred
Stock for $11.3 million on January 1, 2005.

During 2006, our Board of Directors declared quarterly cash drvrdends of $0 07 per share on our
Series A and Series B Common Stock for a total amount of $26 0 million. Included in this amount was .
$18.0 million payable to Hearst. During 2005, our Board of Directors declared quarterly cash dividends on
our Series A and Series B Common Stock for a total amount of $26.0 million. Included in this amount was
$19 0 million payable to Hearst. See Note 13 to thc consolldated flnancral statements

During 2006, the Company repurchased 129,150 shares of Senes A Common Stock at a cost of $2. 8
million and an average per share priée of $21.52: Between May 1998 and December 31, 2006, the Company
repurchased approximately 4.5 million shares of Series’ A Common Stock at.a cost of approximately $110.8
million and an average price of $24.87. In May 1998, our Board of Directors authorized the repurchase of
" up to $300 million of its outstandlng Series A Common Stock. Such repurchases may be effected from time
to time in the open market or in private transactions, subject to market conditions and management’s
discretion, We cannot assure you that we will makeé such repurchases in the future or if they do occur, on
what terms such repurchases will be made.

cd ".r

_ Contractual Oblrgatmns ) . . .

The following table summarizes our future cash oblrgatlons as of December 31, 2006 under existing
debt repayment schedules, non-cancelable leases, future payments for program rights, employment and
talent contracts and Note payable to Capital Trust:

EF)

2007 2008 2000 2010 . 2011

Long -term dcbt(l)(Z)(3) ........... e $215,048 - § 90,012 $90,000 $190,000 —
Note payable to Capital Trust(2)....... e — — o — 134021 . —
Net non-cancelable operating lease obligations . 6,157 ‘4,875 - 4,019 '2 805 2,078
Programrights ...............,...... daveee 95,884 88,628 78,201 70 442 44,933
Employee, talent and other contracts. ......... 75909 43,642 15870 . . 3,999 1,416

Common Stock Dividend .............. e . 6,523 — - — _en —
S $399,521 §227,157 $188,090 $401,267 $48 427

(1) Includes capital lease obligations. . : P
2) Excludes interest i v

{(3) The Company has the ability and intent t6 refinance its $125, 000 principal amount of 7% senior, notes
due November 2007 and therefore has contmued to classrfy the debt ata long-term obhganon on the

consohdated balance sheet. .
. Sl
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The-above table does not include cash requirements for the payment of any dividends that our Board
of Directors may decide to'declare in the future on our Series A and Serles B Common Stock .See Note 10
to the consolidatéd. fmanc1al statements ' : o -

a4

We anticipate that our prlmary sources of cash, which mclude current cash balances, net cash

. provided by operating activities and the remaining availability on our $500 million credit facility, will be
sufficient to finance the operating and workmg capital requirements of our stations, our debt service
requirements, smkmg fund payment, antwnpated capital expenditures, dividend payments, and our other
obligations for boih the next 12 months and the foreseeable future thereafter.

Impact of Inflation

The impact of inflation on our operatlons has not been sngmflcant to date. There can be no assurance,
however, that a high rate of inflation in "the future would not have an adverse impact on our operatmg
results. . o

o eor
. ]

Off-Balance Sheet Arrangements

Other than contractual commltments and other legal contmgenc1es incurred in the normal course of
business, agreements for future barter arid program rights not yet available for broadcast as of
December 31, 2006, and émployment contracts for key employces discussed above, the Company does not
have any off-balancé sheet financings or liabilities. Other than its wholly-owned unconsolidated subsidiary
trust, which is reflected in the Consolidated Balance Sheet as Note payable to Capital Trust, the Company
does not have any majority-owned subsidiaries that are not included in the consolidated financial
staternents, nor does the Company have any interests in, or relationships with, any special-purpose entmes
that are not reflected in the consolidated fmancml statements. . ‘

.. 1

New Accounting Pronouncements ’ Ce e . -

. In February 2007, the Fmanmal Accountmg Standards Board (“FASB”) issued SFAS No. 159, The
Fair Value Option for Financial Assets andl Finanéial Liabilities (“SFAS 159"} which permits entities to
choose to measure many financial instruments and certain other items at fair value that are not currently
required to be measured at fair value. SFAS 159 will be effective for the Company on January 1, 2008. The
Company is currently evaluating the 1mpact of adopting STAS 159 onits fmanclal posmon, cash ﬂows and
results of operations. : , 3 - :

In Juie 2006, the Financial Accounting Stendards Board (“FASB"’), issued FIN 48, Financial
Interpretation No. 48, Accounting for Uncertainty in Income Taxes (“FIN 48", which clarifies the accounting
for uncertainty in income taxes by prescribing a recognition threshold for tax positions taken or expected to
be taken in a tax return, FIN 48 is effective for fiscal years beginning after December 31, 2006. The
Company continues to evaluate the impact of FIN 48 but does not believe that it will have a material
impact on our consolidated financial statements. E oy :

-

In September 2006 the FASB issued SFAS 157, Statement of Financial Accounting Standards No. 157,
Fair Value Méasurements (“SFAS 157”), which applies whenever other standards require (or permit) assets
or liabilities to be measured at fair vatue. SFAS 157 establishes a fair value hierarchy that prioritizes the
information used to develop the assumption that market participants would use when pricing an asset or
liability. SFAS 157 is effective for fiscal years beginning after November 15, 2007 and interim periods
within those fiscal years. We do not believe the adoption of SFAS 157 will have a material impact on our
financial position or results of operations.

In September 2006, the FASB issued SFAS 158, Statement of Financial Accounting Standards g
No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plan (“SFAS 158”),
which requires employers to fully recognize the obligations associated with single-employer defined benefit

.
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pensnon retiree healtheare and other postretlrement plans in the1r financial statemerits. Tt.
requires employers to recognize an asset or hablhty fora plan s overfunded or underfunded status,
measure a plan’s assets and obhgatlons that deterrnme its fiinded status as of the end of the employer s

' flscal year and recognize in comprehensive i income changes in the funded status of a defined benefit
postretrrement plan in the year in which changes oceur, The requirement to recognize the funded status of
a benefit plan and the disclosure reqmrements are effectlve for fiscal years ending after December 15
2006. We have adopted the requirement to recognlze ithe funded status of a benefit plan as of -
December 31, 2006. As aresult, Accumulated othet; comprehensive loss increased $26.4 mllhon net of tax.
The requirement to measure plan assets and benefit obl1gat10ns as of the date of the employer s fiscal year

end is effective for all years ending after December 15, 2008, & o - o .} .

~In September 2006 the Staff of the SEC lssued SAB 108 Smﬁ’Accoummg Bulletm ‘No, 108 Conszdenng
the Effects of Prior Year Misstatemients.when Quam:jj/mg Mzsstaremenrs in Cutrent Year Financial Statements
(“SAB 108”). SAB 108 provides guidance on the consideration of the effects of prior year misstatements in
quantifying current year misstatements for the purpose of determining whether the current year’s financial
staternents are materially misstated. SAB 108 is effective_ for fiscal years ending after November 15, 2006.
The adoptlon of SAB 108 did not have a materral nnpact on our financial statements.

ITEM 7A: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our long -term debt obhgahons as of December 31 2006 are at 1)fixed interest rates and therefore are
not sensitive to fluctuations in interest rates and 2) varlable rate debt at LIBOR or the alternative base rate
plus the apphcable margin. See Note 6 to the consolidated financial statements. The following table
presents the fair value of long-term debt obligations (excluding capital lease obligations).as of
"December 31, 2006 and 2005 and the future cash flows by expected matunty dates; based upon outstanding
principal balances as of December 31, 2006. See Note 17 to the consolidated financial statements.

¢

.« December 31, 2006 December 31, 2005

. Expected Maturity & - . Fair Carrying~ ‘Fair
. -2007 . 2008 . 2009 20010, 2011 Thereafter Taotal VYalue - Value Yalue

Long-term debt: ) : '

Fixed rate: . )
Senjor Notes /. ........ Lo.... $125000 — — — $282,110  $407,110 $427,487 $417.110 3434830
Private Placement Debt. . ..., .. $ 90,000 $90 000 $90,000 § 90, 000 - —  §$360,000 $372,147  $450,000 -$484,676

Variable rate debt: =~ . o v
Revolving Credit Facility . . ..., . = — — $100 000. — —  $100,000 $100,000 - e

Note payable to Capital Trust . ... — — —_ — . —  -$134,021  $134021 $143303 . '$134,021 $144,546

The annuallzed weighted average interest ra[e for our. fixed interest long -term debt outstandmg is:
7.2% for the years ‘ended December 31, 2006 and 2005 See Note 6 to the consolidated financial
statements. The Note payable to Capital Trust cames a flxed interest rate of 7.5%. See Note 7 to the

consolidated f1nanc1al statements ;

IS ' ! (21 £
Our debt obhgatlons contain certam financial and other covenants and restrrcnons on'the'Company.

Such covenants and restrictions do not include any triggers of default related to our overal] credit rating or '

stock prices. As of December 31,2006, we-were in cornphance with all such covenants and restr1ct10ns

Qur Credit Fac1hty stipulates that an event of default exists at such time that Hearst’s'(and certain of
. its affiliates”) equity ownership in us becomes less than 35%:of the total equity which gwes 'the banks'the

right to termmate commitments and declare outstandmg loans due and payable. N e

T I TIN
As of December 31, 2006, we are not involved in any derrvatlve financial instruments. However we

may consider certain interest rate risk strategies in the future.
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<REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the’ Board of Dtrectors and Stockholders of v e
Hearst-Argyle Televrsmn Inc.

We have audlted the accompanymg consolidated balance sheets of Hearst-Argyle Telev1510n Inc. (the -
“Company”) as'of December 31, 2006 and 2005, and the related consolidatéd statements of income,
-stockholders’ equ1ty and comprehenswe income, and cash flows for each of the three years in the perlod
ended December 31, 2006. Our-audits also included the consohdated financial statement’ ‘schedule listed in
the Indexat Item 15: These consohdated financial statements. and financial statement scheduile are the
responsibiility of the Company’s management. Our responslblhty is to express an opinion on the *
consohdated financial statements and fmanclal statement schedule based on our audits. . .

- We conducted our audlts in accordance with the standards of the Public Company Accountmg
Over51ght ‘Board (Unlted States) Those standards require that we plan and perform the audit to obtain

- reasonable dssurance about whether the financial statements arc free of material misstatement. An audit .
includes exammmg, on'a test basis, evidence supporting the amounts and disclosures in thie financial
statements.: An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We beheve that our
audits pr0v1de a reasonable basis for our opinion. .

n

In our opmron such consohdated f1nanc1al statements present falrly, in all matertal respects the
financial-position of Hearst-Argyle Television, Inc. and subsidiaries as of Decérnber 31, 2006 ‘and 2005, and -
"the results of their 0perat1ons and their cash flows for each of the three years in the period ended
December 31, 2006, in conformity with accounting principles generaily accepted in the Uhited States of
A Amerlca‘ Also, in our opinion, such financial statement schedule, when considered in relation to the'basic
consolidated fmanmal statements taken as a whole, present fairly, in all material respects, the mformatlon .
set forth therein. :

- As dlscussed in Note 2 to the consohdated fmanmal statements the Company adopted Statement of
Financial- Accountmg Standards No. 123(R), Share-Based Payinent, as of January 1, 2006, which changed
its method of accounting for stock-based compensatlon Also, as discussed in Note 216 the' consohdated
financial. statements;, the Company adopted the recognition and disclosure provisions of Statement of
Financial Accounting Standards No. 158, Employers Accounting for Defined Benefit Pension and-Other
Postretirement Plans, as of December 31, 2006, which changed its method of accounting for pensmn and - - ,

postretlrement benefrts

. We have also audlted in accordance with the standards of the Public Company Accountmg Oversrght
_ Board (United States), the effectweness of the Company’s 1nternal control over financial reportmg as of
‘December 31, 2006, based on the criteria established'in Internal Control—lntegrated Framework issued by
the Cominittee of Sponsoring Orgamzatlons of the Treadway Commission and our report dated
February 26, 2007 expressed an unqualified opinion on management’s, assessment of the’ effectweness of
the Company’s internal control over financial reporting | and an unquahfled op1mon on the: effectlveness of
the Company § mternal control over financial reporting. : . ; .o

/s/ DELOITTE & TOUCHELLP

New York, New York - | o - PR
+ February 26,2007 "~ ", ) L .
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Assets
Current dssets: .~ % -+~
Cash and cash cquwa]ents

" HEARST-ARGYLE TELEVISION, INC,
Consolidated Balance Sheets

Accounts receivable, net of allowance for doubtful accounts of $2, 38{] and $2,943 in 2006

and 2005, respectwel .
Program and barter rights
Deferred income tax asset
Other.............0..

Property, plant and equipment:

Land, building and improvements. ... ..., U ...... [P P

Broadcasting equipment .

Office furniture, equipment and other

Construction in progress .

Less accumulated depreciation

Property, plant and equipment,
Intangible assets, net. ... . ...
- Goodwill

DL vttt e e

Total intangible assets and goodwill, net . ... ... il

Other assets:

Deferred financing costs, net of accumulated amoruzatlon of $18 472 dnd $16,568 in 2006

and 2005, respectively .
Investments . ..........
Program and barter rights,
Pension and other assets .
_ Total other assets. . . ..

Total assets

Llab]lltles and Stockholders’ Equlty

Current liabilities:

FT)3Tert4 v | A A

-------- L T T T

Current portion of long -term debt ............................ e

Accounts payable. .. .. .. :

Accrued liabilities .. .. ..
Program and barter rights

............ ‘.,....‘...................‘...............-

payable

Payable to The Hearst Corporauon net,............ e

Other liabilities .
Total current liabilities,

Program and barter rights payable, noncurrent

Long-termdebt............
Note payable to Capital Trust.
Deferred income tax liability. .
Pension and other liabilities . .

Total noncurrent liabilities

................................................

Commitments and contmgcncws

Stockholders’ equity:

Preferred stock, par value $3.01 per share, 1,000, 000 shares uuthcnzed ................. .

Senes A common stock, par value $0.01 per share, 200,000,000 shares authorized at
" December 31, 2006 and 2005, and 56,343,894 and 55, 677 979 shares issued and
outstanding at December 31, 2006 and 2005 respecuvely ..........................
Series B common stock, par value '$0.01 per share 100,000,000 shares authorized at’

.- December 31, 2006 and 2005, and 41,298,648 shares issued d.lld outstanding at '

December 3! 2006 and 2005, . ... i i
Additional pand—m capital ........ ... ... ... L. P
Retained earmings. - . .. oo oot e e e e e

Accumulated other comprehensive loss, net of tax benefit of $17,757 and $4,171 in 2006 and -

2005, respectively

Treasury stock, at cost, 4,454,029 and 4,324,879 shares of Series A common stock at

December 31, 2006 and 2005 respectlvely
Total stockholders’ equity
Total liabilities and stockholders’ f:qmty

See notes to consolidated financial statements.
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€ - .
December 31, December 31
2006 2005

.5 18610

- (In thousands, except share data)

$ 120,065

161,783 -0+ 157,672
67949 46807
4672 4,029
5671 0 . 9153,
§ 258,685 $ 337.726
$ 157,255 $ .152,480
-390,379 373571
46,534 42,024
21,705 5,580
515,873 573,655
(320.779) (294.416)
§ 205004 § 279239
2,520,040 72,396,086
816724 . . 731687 -
$3.336,764 $3127.773
$: 9,648 $ 11,276
40454 - . 31321
15227 1312
2216 - 43.712
§ 67545 .: § 8,621
$3,958,088 $3,832,350
$.90,048 .S 90047
18,208 15256
66,515 51,133
65.473 47,285
7317 - 6,951
2693 6,868
§ 250,254 § 217570 .
2411 - 1,318
A2 7TIAT0
134021 v 134021
838,229 - . 845272
53244 35,049
$1,825,027 $1,793.330
563 . 557
413 413
"1,309,578 1,291,388
716,146 643,414
(33,109) (6,309)
_ (110,784 108,004) .
$1,982.807 . -$1,821,459
$3.058,088 - $3,832,359




HEARST-ARGYLE TELEVISION;INC.

v ssaiiiConsolidated Statements of Income., o, o oolt

: - Years Ended Decetni;h: 31, DL
_ s L s ) wle . ., 2006 2005 - . 2004
e T i W e T g (In thousands, except per share data)
* ° Total TEVENUE, . . . .. oo T e Tt . $785,402. $706,883 $779,879

Ko oo NE. . . -:_\ ) . : N ¥ i -:. PN | l.

S Statlon operatmg expenses T e I T
Salaries, benefits and-other operatmg COSES .. .iiniinninnnnns Loe. 397,604 364421 355,641 -
Amort1zat10n of program rights.............. PR P . 68,601  '60,912. . 63,843
Depre(:latlon and amortlzatlon e e 59,161 .- “51, 728 50, 376'

- Impairment 1088 + v vevees e e e 29 235k o0 —

5 Corporate general and admmlstratwe EXPENSES ..ol Sa 31,261 023, 1494, 25,268

o Operatmg income. . i..0 o e e [ $228,775 $177 438 *$284 751

) :‘_,‘Interest expense ... R SRR DU P 66,103' : 66,77'_] ' 65, 445 "

- Intefestincome. ... ....: e e TR, (6,229)" -'“**(3,402) (1, ?15)
"Interest expense net—Capltal Trust RO e ' 9,750 5}‘9_,-'.;"50‘ 7“} 18,675 -
Othér expense. EUUUURUR . e PO 2,501 25000 3,700

oL Income before i mcome taxes and- equlty eafnings. .......... S $156,650 $101 813 $198 646 ,
. Intome tax expense DO S T e 7.58410. . 3, 012 - 75,724

' !Equ1ty in income of afﬁhates net of taxi.. ... .o (483, (1,416).0  (1,020)
Net 1nc0me - .{.é';:. R i P Loeven.. 898723 $100 217 :$123,942
Less preferred stock d1v1dends. P L @) Q067
Income applicable to’ eommon stockholders .......... creaes eveees $ 98,723 $100 215, '$122,875,

? Income per common share—bas:c . e §' 106 $ C108 $ 132

- ‘ .‘Number of common shares used in the calculanon e 92,745 92826 92 928

.Income per common share—dlluted : o ' $ 1.06 § ' I.08 $ 1. 30
Number of common shares used inthe calculatlon e . ... 093353 93,214 i 101,406 -

Dividends per common share—declared. P $- 028 § 028 ¢ $ .'0.25

. Seé notes to consolid_ated financial statements.
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. . L \
i . . HEARST-ARGYLE TELEVISION= 'INC‘ :
B "
. . . Consohdated Statements of Stockholders* Equlty and Comprehenswe Income ;
S R P S T Accumalated -
oo N - " N . Additional : Other’ . . Tatal v
' ) o o Lo Preferred Paid Retatned Treasury * Comprehenstve
o ves TR bl - 1 Series A Series B Stock it Capitat ."_Earnin “Loss Stock Tnt.nl Incoine
- . oa e -, (In thuusnnds. except per share data) B
N Balances—Januvary 1, 2004 .77, $547 $413 - $1.269,514 $469,537 %S, 249) 3 (80, 699) $1,654 063 -
Net income — -— — — . 123942 — —. - 123542 0 $123,942
Additienal minimum penswn l:ablllty net of ' - . - oo
E - tax benefitof $602 .., 1. .00 ... — — — — T () O r(912). 912
- Dividends on preferred stock (365 00 - . ‘ . ' .
pershare) . ............ . ..o, - - . = — (1,067 e =t (LOST) 5123030
: Dividends on common scock (30. 25 ) 3 LRI IRY A A b r
. . per share} — - — - {23,234) — — (23,234) °
S - Employee stock purchase plan pmceeds. N 1 - - 2027 - — c— 2028 ot ot
Stock options exercised .. 1 2. 1L F L 4 — — 8629 | — . — L— 8,633 '
Tax henefit from stock planss. .. ... .. ... — — — 134 - T -t = e e T
Treasury stock purchase¢-5enes A Cornrnon v L . . a '
Stock (458,500 shares). . =, .. ... L= = = = - = T 108200 (10920)
Balan.ces‘_—DecemberBI 2004 .$55 5413 5— $1,281,474 -~ $569,178 § (6,161) S (9[ 619) $1,753,837 ,
Netincome . . ... . ..uvonnenena.. . p— f—_ — 1100217 - - —_" — 100,217 '+ S 100 217
» Additienal minimum penslon liability, net of '. ) A R . .
taxbenefitof $98 . 0., Ll -, — — - - (148 - — : (148) 7 s
Dividends on pr:fcn—ed stock ($65.00 o . - . T : ’ L - -
per share) ......................... . o = — .= L@ -— . C— 2y | $100,069 . -
Dividends an common stock (SO 28 N . ' : : ‘ ‘
. persharey...... ... % il (N — — — — 2599 Tt o= N T (25979) . . a4 Fu
Employee stock purchase plan pmceeds 1 — - 2,192 -, - — 2,193 -
Stock options exercised /. . ... .. kS — — 6,757 , . = . - Lo IUTLeT6L .
Tax benefit from stock plans - — — 965 — - p— 965 E
Treasury stock pumhascd—ScmsACcmmon ' - - - . i N
Stock {669,227 shares).* - = = = — — . (16385)  (16,385) .
. Balances—Dec:mberJl ZMS '.§55 $413 5— $1,291,388 - $643,414 - $ (6,309 $(108,004) $1,821,459
. Netincome........................ — - 7 = —- 98I R — 873 8 8
Additional minimum pension liability, net of - ' N T . e
. . fax benéfit of $238 .. ............,.. B — — ) — e T ‘(3_1_50} - Wyl T (5160)" " — lg:':(_’y[}) .
ecognition of prior scrv:ce cost ‘and net loss’ . . + ] ~ . ( 1
under SFAS 158, net oftaxbeneﬁt 3 . ) . R
Of S17,519 . .t o vl e NS — — — -, (26,440) PR (26440) - $ 98,363 .
Dividends on commean slock (S() 28 U : . . S
pershare) .. ...t Lt e — — - . (25 991y o= Wt 25991) 0 T o
Employee stock purchase plan proceeds, ... 7 1 - — 2,125. - - — — 2126 ° ’
Stock options exercised . ;. , ... 0L T s — — 7,708 — T e Y AL RS R
. Tax benefit from stock plans .. . ........ - = — — 784 — B T— 7 784
. Stock based compensation expense e, — — — 7,576 * = aramt . ~“-‘— Y &7/
Treasury stock purchased—Series A Common ’ T, .
Stock (120,150 shares). .. ... St = . — - - - . (2,780) (2,780 X
Balances—December 31, 2006 3563 3413 $TH09578  $716.246 - - 3(33109) - T(110,784) 318828071~
. ! C o
+ o i
: ¥, ; - . .
ERN
1 . . PR
RS &
T« . . ' LN S .
. . . F . v . i. .-
‘See notes to consolidated financial statements.”..
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HEARST-ARGYLE TELEVISION, INC.
Consolidated Statements of Cash Flows

2006 2005 2004
. (In thousands)

Operating Activities , . 1 .

T ) e Y= - $ 98723 $100,217 § 123,942

Adjusunents to reconcile net income to net cash provided by operating activities: ' N -

Depreciation . ... oo et e ey 52,817 45,724 44,376
Amortization of intangible assets . . .. ... Ll 6,344 6,003 6,000
Amortization of deferred financing costs . .. . .. P e 1,742 2,424 . 1,943
Amortization of program rights . ... ... o e ; 68,601 . 60,912 63,843
IMpPairmentI0SS. ...ttt i e et e T — 29,235 —
Do erred IMCOME LAXES . v ot vt vv vt v ne o e e eeeeeeae et s aa s ey 9,391 5,669 19,488
Equity in {income} loss of affiliates, net . ... .. e {483) . (1,416) (1,020)
(Benefit from) provision for doubtful accounts. . . . ... P -4 888 125
Stock-based cOMpPensation EXPENSe . ... .. ..ttt i i 1576 — —_
(Gain) /loss on disposal of fixed assets. . . .......c.ovviiiiiiia e e (465) (1,210) 977
Distributions from affiliates . .. ... ... .o o i e — 2,030 3,376
OHher eXPENSE, MEL. 4 . . oottt ettt et b e ne it anet e an ey 2,501 — 3,700
PIOZIam PAYMEILS . . o oo oot tvee e e it e et e aeeea s haeanaaneear e e rasstanansss (67.817) - (84,104) (62,247)
Changes in operating assets and liabilities: .
Decrease (increase} in Accountsreceivable . .. ... ... .o oo e ' (7,728) (7,392) (146)
Decrease {increase) in Otherassets., . . ... ... iiiviinaen e 11,766, (4,130) (9,179)
{Decrease) increase in Accounts payable and accrued liabilities. . ............ s 14,811 (7.617) 11,817
(Decrease) increase in Other liabilities .. .. .............. i 1,689 (38,503) {13,364)

Net cash provided by operating activities. . . ... .. ..o i e $ 200,384  $128,730  § 193,631

Investing Activities

Purchases of property, plant and eqUipment . . ...t ii e (64,229) (35,839} (36,380)

Accrued purchases of property, plant & equipment. ... ...t i 3,790 2,563 2,036

Cash pmceeds from {NSUrance reCoVeries .. . .......vuvinesss e e e, 5,654 .— —

Investment in affiliates and LT Y T AP (10,597) (7,732) 350

ACQUISTEIONS . . . .o\ ettt e il aa i (217,511) — (38,074)

Net cash used in investing activities. . . ... ... oot i i e $(282,893) $(41,008) $ (72,068)

Financing Activities , ) B

Borrowings on credit facility. . ........... S e 100,000 — —

Payments on private placement. . . . ..o\t e et e e e (90,000} — —

Dividends paid on preferred stock. . ... ... o e — 2) {1,067}

Dividends paid on common s10cK . ... .. . oo e e {25,954) (25,997) (22,301}

Redemption of Series A Note from Capital Trust, net. . ... oviiie o e — — {70,000)

Series A Common Stock repurchases .. ..., ... v et (2,780)  (16,385) (10,920)

Redemption of preferred S1ock. ... vv v e — {11,251) (7,068)

Repurchase of semior NOLES. . . ..o o ut vt e it s e (10,000} (15,000) —

Principal payments on capital lease obligations . . . . .. e e e (48) (184) (188)

Proceeds from employee stock purchase plan and stock option exercises. .. ........oiviey 9,836 8,954 10,661 ..

Net cash used in financing activities ............. e et e $ (18946) §$(59,865) $(100,883)

Increase in cash and cashequivalents .. .. ... ... 0 o i s $(101,455) $ 27,857 § 20,680

Cash and cash equivalents at beginning of period . ... ... .. ... .o e $ 120065 § 92208 § 71,528

Cash and cash equivalentisatendof period ... ........... ...l e P $ 18610 §$120065 § 92,208

Supplemental Cash Flow Information:

Business acquired in purchase transaction: . .
Fair market value of assets acquired, NEt . ... o vt in i r e . $ 245,169 — § 3876
Fair market value of liabilittes assumed, nel. . ... ..ot i i i e ia e {27,658) — 642

Net cash paid, including acquisition CostS ... ... oo inn i e $ 217,514 — § 38074

Cash paid during the year for:

Imterest . ......ocnuinatona., P e $ 65144 $ 64320 § 63,502
Interest on Note payable to Capital Trust. .. ... o iein s $_9750 $ 970 § 18675
Taxes, Nt of FEfUNDS . . .« oot e { 38518 § 39892 § 59318

Non-cash investing and financing activities: . St .

Accrued property, plant & equipment purchases ....... ..o $ 379 § 2563 § 2,036
See notes to consolidated financial statements.
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HEARST-ARGYLE TELEVISION, INC.
Notes to Consolidated Financial Statements

1. Nature of Operations

Hearst-Argyle Television, Inc. and its subsidiaries (“we” or the “Company”) own and operate

* 26 network-affiliated television stations in geographically diverse markets in the United States. Ten of the
stations are affiliates of the National Broadcasting Company, Inc. (“NBC”), 12 of the stations are affiliates
of the American Broadcasting Companies (“ABC”), two of the stations are affiliates of Columbia
Broadcasting Systems (“CBS”), one station is affiliated with The CW network (“CW”) and one station is
affiliated with MyNetworkTV (“MNT"”). Additionally, the Company provides management services to two
network-affitiated and one independent television stations and two radio stations that are owned by The
Hearst Corporation (“Hearst”). We are a leader in the convergence of local broadcast television and the
Internet through our investment in, and operating agreement with, Internet Broadcasting, which operates
a nation-wide network of television Websites. Qur stations’ Websites typically provide news, weather,
community information, user generated content and entertainment content to our audience. Also, 11 of
our stations broadcast additional channels on a multicast stream with their main digital channel.

The Company has determined that it operates one reportable segment. The economic characteristics,
services, production process, customer type and distribution methods for the Company’s businéss units are
substantially similar and have therefore been aggregated as one reportable segment.

2.  Summary of Accounting Policies and Use of Estimates
General .

The consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries, except for the Company’s wholly-owned subsidiary trust which was required to be
de-consolidated upon adoption of the Financial Accounting Standards Board (“FASB”) Interpretation
No. 46 (revised December 2003), Consolidation of Variable Interest Entities (*FIN 46(R)™). The net effect
of such deconsolidation was to eliminate the Convertible Preferred Securities and show the Note ‘payable
to the Capital Trust in noncurrent liabilities. With the exception of the unconsolidated subsidiary trust, all -
significant intercompany accounts have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements in conformity with generally accepted
accounting principles in the United States of America requires management to make estimates and
assumptions that affect amounts reported in the consolidated financial statements and accompanying
notes. On an ongoing basis, the Company evaluates its estimates, including those related to allowances for
doubtful accounts; program rights, barter and trade transactions; useful lives of property, plant and
equipment; intangible assets; carrying value of investments; accrued liabilities; contingent liabilities;
income taxes; pension benefits; and fair value of financial instruments and stock options. Actual results
could differ from those estimates. ' '

Comprehensive Income

In accordance with Statement of Financial Accounting Standards (“SFAS”) No. 130, Reporting
Comprehensive Income, the Company is required to display comprehensive income and its components as
part of its complete set of financial statements. Comprehensive income represents the change in
stockholders’ equity resulting from transactions other then stockholder investments and distributions.
Included in comprehensive income are changes in equity that are excluded from the Company’s net
income, specifically, additional minimum pension liabilities, net of 1ax.
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HEARST-ARGYLE TELEVISION, INC:

Notes to Consolidated Financial Statements (Continued)

Cash and Cash-Equivalents ° o ' T ac sl N

equivalents. . . o : )

All highly liquid investments w1th original maturities of three monti‘né or less are considered to bé,c;}s_h"

t, s
.

Accounts Receivable - - - o . ., . TR

The Company extends credit based upon its evaluation of a customer’s credit worthiness and financial
condition. For certain advertisers, thé Company does not exténd cfedit and requires cash payment in "
advance. The Company monitors the collection of receivables and maintains an allowance for estimated -:
 losses based.upon the aging of such receivables and specific collection issues that may be identified. While
a large percentage of our revenue is generated from advertising by the automotive industry, concentration,
of credit risk with réspect to accounts feceivable'is generally limité'c_ltd_u'é to the large number of R
geographically divérse customers, individually s'mal{l_a{?lances,"and ;gljb}t payment terms. '

¥

ProgramRights.. S B : ST S

Program rights and the corresponding contractual obligations are '{ec_ogrdef_j when the license period
begins and the programs are available for use. Program rights are carried at the lower of unamortizéd cost
or estimated net realizable value on a program by program basis. Any reduction in unamortized costs to
net realizable value is included in amortization of program rights in the accompanying Consolidated
Statements of Income. Such reductions in unamortized costs were $2.2 million inthe yearended.  : ;.- .-
December 31, 2004, and were negligible in the years ended December 31, 2005 and 2006. Programming <+
rights are amortized over-the license period. The majority of the Company’s programming rights are for
first-run programming which is generally amortized over one year.Rights for off-network syndicated .
products, feature films and cartoons-are amortized based on the projected number.of airings on an
accelerated basis contemplating the estimated revenue to be earned per showing, but generally not
exceeding five years. Program rights and the corresponding contractual obligations are classified as current.
or long-term based on esti_mateldtusage and payment terms. -

4

o Fe

Barter and Trade Transactions S A . S

: ‘Bartcr'jtfanséqt_iOns représent the _cxchange’ of Eomme’rqial air_time foi"p‘rbg'r‘amming'. Trade
transactions répresent the exchange of commercial air tiiné for merchandise or services. Barter.
transactions;are recorded at the fair market value of the commercial air time relinquished. Trade -
transactions are generally recorded at fair market value of services either rendered or received. Barter
program rights and payables are recorded for barter transactions when the program is available for i
broadcast. Revenue is recognized on barter-and trade transactions when the commercials are broadcast;
expenses are recorded when the programming airs or when the merchandise or service is utilized. Barter:
and trade revenue are included in total revenue on the Consolidated Statements of Income and WEre -y -
approximately $24.5 million, $25.0 million and $27.0 million for the years ended December. 31; 2006, 2005 |
and 2004, respectively. Barter and trade expenses are included in Salaries, benefits and other opérating |
costs under Station operating expenses on the Consolidated Statements of Income and were approximately
$23.2 million, $25.1 million, and $27.2 million for the years ended December 31,2006, 2005:and. . BRI
2004, respectively: - Coe o C - '

’ ) A L - bl
, T T

Property, I"rl‘ﬁht_'aﬁd]?lqu:ifniieht' i '.M. a o e
Property,;plant and equipment are recorded at cost. Depreéiation is calculated on the straight-line
method over the estimated useful lives as follows: buildings—40 years; towers and transmitters—15 to

20 years; other broadcasting equipment—five to eight years; office furniture, computers, equipment and
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other—three to eight years. Leaschold improvements are amortized on the straight-line method over the *
shorter of the lease term or the estimated useful life of the asset. Management reviews, on a continuing
basis, the finaricial statement carrymg vatue of property, plant and-equipment for impairment. If ¢vents or
changes in circumstances were to indicate that an asset carrying value may not be recoverable utrllzrng
related-undiscounted cash flows, a write-down of the asset would be recorded through a charge to

operations. Management also reviews the continuing appropriateness of the useful lives assigned to
property, plant and’ equrpment Prospectlve adjustments to such lives are made when warranted,

lntanglbleAssets e .

Intanglble assets inclide Federal Commumcatlons Commtission (“FCC”) licenses, network
affiliations, goodwrl! and other 1ntang1ble assets such as advertiser client base and favorable leases. The
Company performs a review for 1mpa1rment of its recorded goodwill and FCC licenses, which are its only
intangible assets with indefinite useful lives, anniially in the fourth quarter or earlier if indicators of
potential impairment exist. The impairment test for FCC license consists of a comparison of its carrying
value with its fair value, determined usmg a discounted cash flow analysis. If the carrying value of the
mtangrble asset ‘exceeds its farr value, an 1mpa1rment loss is recogmzed in an amount equal to that excess.

Goodwill impairment is determlned using a two-step process. The flrst step of the goodwill
impairment test is'to compare-the carrying value of the reporting unit to its fair value, which is estimated
using a discounted cash flow analysis. If the fair value of a reporting unit exceeds its carrying amount,

- goodwill of the reporting unit is considered not impaired and the second step of the impairnient test is
unnecessary. If the carrying amount of a reporting unit exceeds its fair value, the second step of the
goodwill impairment test is performed to measure the amount of impairment loss; if any, The second step
of the goodwill impairment test compares the implied fair value of the reporting unit's goodwill with the
carrying amount of that goodwill. If the carrying amount exceeds the 1mphed fair value, an rmparrment ‘loss
is recognized in an amount equal to that excess. : . oo L .

Various judgmental assumptions about cash flows, growth rates and discount rates are used irl
developing a discounted cash flow analysis. Discount rate assumptions are based on the weighted average °
. cost of capital of industry participants. The Company considers the assumptions used in its estimates to be

easonable, however, had the Company used drfferent assumptlons the Company’s reported results may
have varied. * ° -

- .
' 1, ‘

The Company amortizes- 1ntang1ble assets with determmable useful lives over thelr respectwe
estimated useful lives which range from one to 28.5 years. ln'accordance with SFAS No. 144, Accounting
for the Impairment orDisposal of Long-Lived Assets, the Company evaluates the remaining useful life of its
intangible assets with determinable tivés'each reporting period to determine whether events or
c1rcumstances warrant a revision to the remaining period of amortization. - ‘

‘o

Investments 1

The Company has investments in non- consolldated affiliates, which are accounted for under the
equity method if the Company’s equity interest is from 20% to 50%, and under the cost method if the
Company’s equity interest is less than 20% and-the Company does not exercise significant influence over
operating and financial policies. In addition, the Company has a wholly-owned unconsolidated subsidiary
trust which is accounted for under the equity method. See Note 7. The Company evaluates its investiments
to determine:if impairment has occurred -Carrying values are ad]usted to reflect reahzable value,-
where necessary - L . , R
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RevenueRecogmtlon Rt R D T

The Company s primary source of revenue is televrsion ‘advertising, Other sources mclude
retransmission consent revenue, digital media revénue and network compensation. Net advertrsmg

* revenue, retransmission consent revenue, net digital media revenue and network compensatlon together

represented approxrmately 95% of the Company 3 total revenue in each of the years ended’*
December 31, 2006 2005 and 2004. - '_ : : S

. NerAdverttsmg Revenue. Advertlsmg revenue is recognized net of national agency and national
) representatlves commlssmns and in the perlod when the commercra]s are broadcast

o Retransmission Consenr Revenue - Lifetime Entertamment Serv1ces acts as our agent with' respect
to the negotlatron of our agreements with cable, satelllte and certain other multi-channel video
.. programming distributors for rétransmission consent. Revenue is recognized based on the number

..+ of subscribers over the'contract period or is.a fixed amount recognlzed over the contract perrod

(SeeNOtel3) N . ,}. t" . : - . . + s

s Net Digital Media Revenue Dlgltal media revenues are recogmzed net of agency and, natlonal
representatwes commissions over the contract penod generally as impressions are delivered.
Digital media revenue includes:primdrily Internet advertlslng revenue and, to a lesser. extent,
revenue from weather channel multlcastmg L ': Y

T e Network Campensatton In connectron ‘with the ABC and CBS afﬁhatron agreements revenue is
recognized when the Company s station broadcasts specific network television programs based upon
a negotrated value for each’ program. In connecnon ‘with the NBC affiliatiori agreements, revenue is
recogmzed ona strarght -line basis, based upon the cash compensatlon to be paid to the Company 8
stations by NBC each year. R .

P ! ‘a3

o Other Revenue The Company generates revenue from other sources, w]nch in¢lude the followmg
types of transactions and activities: (i) barter and trade revénue which is recognized when the .
commercrals are broadcast, (ii) management fees earned from Hearst; (see Note 13); (nl) SeTvices
revenue from the productron of commerc1als for advernslng customers or from the productlon of

. programs to be sold in syndication; (w) rental income pursuant to-tower lease agreements with third
parties. provrdmg for attachment of antennas to the Company’s towers; and (v) other mlscellaneous
revenue, such as ]1censes and royaltles These revenues are generally recogmzed as earned ‘

e

Income Taxes -~ . . F 0 C T A T Do -

The prov151on for 1ncome taxes is computed based on the pretax 1ncome 1ncluded in the Consohdated
Statements of Income The Company provrdes for federal and state income taxes currently payable as el
as for those deferred because of timing dlfferences between’ reportmg income and’ expenses for financial -
statement purposes versus ‘tax purposes. Deferred tax assets and liabilities are recognized for the future-tax
consequences attrlbutable to drfferences between the fmancral statement carrying amounts of exrstmg
assets and habllltles and their respective tax bases. Deferred tax assets and liabilities are measured usmg
enacted tax rates expected to apply to taxable income in the years in which those temporary dlfferences are
expected to be recovered or settled. - Wi g

K ' N ' ot mstan e b

The Company records reserves for esnmates of probable s settlements of. federal and state.audits. The .

results of these audits and negotlatrons “with taxing authorltles may affect the- ultlmate settlement.of: these -

issues. The tlmlng of any payments related to such settlements cannot be determmed but the Company .

5
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expects that these payments will not be made within one year and, as such, these tax reserves are included
in Other Liabilities (noncurrent). The Company also records a valuation allowance against its deferred tax
assets arising from certain net operating and capital losses when it is more likely than not that some
portion or all of such losses will not be reatized. The Company’s effective tax rate in a given financial
statement period may be materially impacted by changes in the level of earnings by taxing jurisdiction,

- changes in the expected outcome of tax audits, or changes in the deferred tax valuation allowance.

Earnings Per Share (“EPS”)

Basic EPS is calculated by dividing net income less preferred stock dividends by the weighted average
common shares outstanding (see Note 8). Diluted EPS is calculated similarly, except that it includes the
dilutive effect, if any, of shares issuable under the Company’s 2004 Long Term Incentive Compensation
Plan and Amended and Restated 1997 Stock Option Plan (see Note 12}, the conversion of the Company’s
Preferred Stock (see Note 11), or the conversion of the Redeemable Convertible Preferred Securities held
by the Company’s wholly-owned unconsolidated subsidiary trust (see Note 7).

Off-Balance Sheet Financings and Liabilities

Other than contractual commitments and other legal contingencies incurred in the normal course of
business, agreements for future barter and program rights not yet available for broadcast as of
December 31, 2006, and employment contracts for key employees, which are disclosed in Note 14, the
Company does not have any off-balance sheet financings or liabilities. Other than its wholly-owned
unconsolidated subsidiary trust, which is reflected in the Consolidated Balance Sheet as Note payable to
Capital Trust, the Company does not have any majority-owned subsidiaries that are not included in the
consolidated financial statements, nor does the Company have any interests in, or relationships with, any
special-purpose entities that are not reflected in the consolidated financial statements. '

Purchase Accounting

When allocating the purchase price to the acquired ‘assets (tangible and intangible) and assumed
liabilities of acquired businesses, it is necessary to develop estimates of fair value. The Company utilizes
the services of an independent valuation consulting firm to assist in estimating fair values. The specialized
tangible assets in use at a broadcasting business are typically valued on the basis of the replacement cost of
a new asset less observed depreciation. The appraisal of other fixed assets, such as furnishings, vehicles,
and office machines, is based upon a comparable market approach. Identified intangible assets, including
FCC licenses, are valued at estimated fair value. FCC licenses are valued using a direct approach. The
direct approach imeasures the future economic benefits that the FCC license brings to its holder and
discounts them to the present. The fair market value of the FCC license is determined by discounting these
future benefits utilizing discounted célsh__ﬂbws. The key assumptions used in the discounted cash flow
analysis include initial and subsequent capital costs, network affiliation, VHF or UHF status, market
revenue growth and station market share projections, operating profit margins, discount rates and terminal
value estimates.

Stock-Based Compensation

On January 1, 2006, the Company adopted FASB Statement No. 123(R), Share-Based Payment
(“SFAS 123(R)”) using a modified prospective transition method. Accordingly, because we have adopted a
prospective method prior periods have not been restated. For the year ended December 31, 2006, the
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adoption of SFAS 123(R) resulted in incremental stock-based compensation expense and a decrease in-
income before income taxes of $7.6 million, and a decrease in net income of $4.8 million. Addmonally, the
incremental stock-based compensation expense caused both hasrc and dtluted earmngs per share to
decrease by $0. 05 for.the year ended December 31, 2006. . . L.

Prior to the adoptlon of SFAS 123(R), the Company applied Accountmg Principles Board Oplmon

- No. 25, Stock Issued to Employees (“APB 25”), to account for its stock-based awards, and the disclosure-
only provisions of SFAS No. 123, Accounting for Stock-Based Compensation, as amended (“SFAS 123”),t0
present stock-based compensation disclosure, Under APB 25, because the exercise price of the Company’s
employee stock options equaled the market price of the underlymg stock on the date of grant the stock
options had no intrinsic va]ue and therefore no compensation expense was recogmzed The following table
details the pro. forma effects on net mcome and earnings per share for the years.ended December 3, 2005
and 2004 had compensatton expense been recorded based on the fair value method under SFAS 123, '
utilizing the Black- Scholes option valuatlon model:

TR TN i . B o
Lo B o v - ¢ Years Ended December 31,
. . - . 2005 2004

, F

. . ' ) i ' . (In thousands, except per share data)
Reported net income.”.. ... e et $100,217 -0 $123,942-
Total stock-based employee compensatlon expense o -
determined under the fair value method for all awards, . C S
ynetofrelated tax ............. TN PP (4,823) . (4,875)
Pro forma net income .. ... e e R ; 95394 . 199,067
_ Less: Preferred stock d1v1dends. e e N . (1,067) .
. Pro forma net income appllcable to common stockholders L G
(Basm)..........._.... ....................... oeee.e.. 895392, $118,000
Add: Interest Expense Net—Capital Trust, net of tax. ... T — ' 97285
Pro forma net income applicable to common stockholders . Lo
(Diluted) . ... .. JUDTR e T e - 895392 ., $127,285
Earnings per share: o . IR T '
Basic—as reported «.x0. ... ..., PP o0 8 0108 %132 =
Basic—pro forma............... e e Lo 8 103 8 127 '
Diluted—as reported-.......¢ ... ueenenen.. e $ 108 $ 130 -
. $ 102 3 126 -

Diluted—proforma ............... [ O

Reclassifications - - ' '

For comparablllty, certain 1mmater1al prior year amounts have been reclassified in the consohdated
statements of cash flows to conform to the 2006 presentation. On the consolidated statements of income,
we have reclassified- Equ1ty in income of affiliates, net of tax from Income before income taxes to below
Income tax expense (benefit). As a result, we have reclassified amounts from 2005 and 2004 to conform to
this presentation. Additionally, we have reclassified interest income as a separate component of income
beforellncome taxes and equtty These reclass1f1catlons had no 1mpact on reported net income. " 7

' Fiooo . T

a0 . .
i
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New Accounting Pronouncements . - 1

In February 2007, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 159, The .
Fair Value Option for Financial Assets and Financial Liabilities (“SFAS 159”) which permits entities to
choose to measure many financial instruments and certain other items at fair value that are not currently
required to-be measured at fair value. SFAS 159 will be effective for the Company on January 1, 2008. The
Company is currently evaluating the 1mpact of adoptmg SFAS 159 on its financial position, cash flows, and -
results of operations. - , .

In June 2006 the FASB issued FIN 48, Financial Imerpretanon No. 48, Accounnng for Uncertainty in
Income Taxes (“FIN 487), which clarifies the accounting for uncertainty in income taxes by prescribing a
recognition threshold for tax positions taken or expected to be taken in a tax return. FIN 48 is effective for
fiscal years beginning after December 31, 2006. The Company continues to evaluate the impact of FIN 48
but does not believe that it will have a materlal impact on our consohdatcd fmanc:lal statements

In September 2006, the FASB lssued SFAS No. 157, Fair Value Measurements (“SFAS 157, Wthh
applies whenever other standards require (or permit) assets or liabilities to be measured at fair value,
SFAS 157 establishes a fair value hierarchy that prioritizes the information used to develop the assumption
that market participants would use when pricing an asset or liability. SFAS 157 is effective for fiscal years
beginning after November 15, 2007 and interim periods within those fiscal years. We do not believe the
adoption of SFAS 157 will have a material impact on our f1nanc1al position or results of operations.

In September 2006, the FASB issued SFAS No. 158, Employers’Accoummg for Deﬁned Benefit Pension
and Other Postretirement Plan (“SFAS 158”), which requires employers to fully recognize the obligations
associated with single-employer defined benefit pension, retiree healthcare and other postretirement plans
in their financial statements. It requires employers to recognize an asset or liability for a plan’s overfunded
or underfunded status, measure a plan’s assets and obligations that determine its'funded status as of the
end of the employer’s fiscal year and recognize in comprehensive income changes in the funded status of a
defined benefit postretirement plan in the year in which changes occur. The requirement to recognize the
funded status of a benefit plan and the disclosure requirements are effective for fiscal years ending after
December 15 2006. We have adopted the requirement to recognize the funded status of a benefit plan as
of December 31, 2006. As a result, Accumulated other comprehensive loss increased $26.4 million, net of
tax. Additionally, the requirement to measure plan assets and benefit obligations as of the date of
the employer’s fiscal year end is effective for all years ending after December 15, 2008.

In September 2006, the Staff of the SEC issued Staﬁ'Accounting Bulletin (“SAB”} No. 108, Considering
the Effects of Prior Year Misstatements when Quantifying Misstatemeits in Current Year Financial Statements
(“SAB 108”). SAB 108 provides guidance on the consideration of the effects of prior year misstatements in
quantifying current year misstatements for the purpose of determining whether the current year’s financial
statements are materially misstated. SAB 108 is effective for fiscal years ending after November 15, 2006.
The adoption of SAB 108 did not have a mage.rial impact on our financial statements:. .

-3. N Acqunsntlons, Dlsposmnns and Investments

Acquisition of WKCF-TV Clermont, Florida {“WKCF- TV”) On August 31, 2006, the Company
purchased the assets related to broadcast television station WKCF-TV, a CW.affiliate in Orlando, Florida,
for $217.5 million in cash funded with a combination of cash on hand and a borrowing of $100 million
under the Company’s $500 million credit facility. This acquisition has been accounted for as a purchase
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business combination and the pro-forma.results of operations and related per share information have not
been presented as the amounts are considered immaterial.

Acquisition of WMTW. ' On July 1, 2004, the Company acquired the television broadcast assets of -
WMTW-TV, Channel '8, the ABC affiliate serving the Portland-Auburn,-Maine television market, for
approximately $38.1 million in cash, inclusive of acquisition costs. This acquisition has been accounted for
as a purchase business combination and the pro-forma results of operations and related per share
information-have not been presented as the amounts are considered immaterial.

" Investments as of December 31, 2006 and 2005 consisted of the following:

2006 2005

B : {In thousands)

Internet Broadcastmg. e e e .. $19,158 $11,308

Ripe TV. .............. S U SR . 7313 4479

Arizona Diamondbacks ............ e e 5982 5982

Capital Trist. ... ..o i i e e : 4,021 4,021

USDTV . e e e T — 1,529

PIOACt . e A 60 60

Other ..ot P e 3,920 3,942 ,
Total investments. ... ... P FUTTR . $40454 §31,321

Investment in Ripe Digital Entertainment, Inc. On August 14, 2006, the:Company made an additional
investment of $4.1 million in Ripe Digital Entertainment, Inc. (“Ripe TV”) resulting in a total investment
of $9.1 million which represents a 24.7% ownership interest. In addition, the’Company has committed to
invest an additional $1.9 million in Rlpe TV in 2007. Ripe TV was formed in 2003 to start an advertlsmg-
supported digital video-on-demand program network. Launched in October 2005, the program service 7
targets men aged 18-34 and is available for distribution via digital cable, broadband and/or wireless '
systems. Since July 27, 2005, Steven A. Hobbs, Executive Vice President and Chief Legal and Development _ .-
Officer, and since August 14, 2006, Terry Mackin, Executive Vlce PreSIdent have'served on the Boardof «-
Directors of Rlpe TV, from which they do not receive compensanon for thelr servrces We account for this.
investment usmg the equity method ‘ e ,
Investment in USDTV. Durmg the year December 31, 2006, the Company owned 6.175% of
U.S. Digital Television, Inc. (“USDTV”). USDTV was formed to provide a national digital subscription- .
- based television programming distribution service using portions of the digital television spectrum. In .
July 2006, USDTYV filed for Chapter 7 bankruptcy and as a result, the Company wrote off its investment of .
$2.5 mll]lon and included the write off in Other Expense for the quarter ended J une 30, 2006 in the
accompanying condensed consolldated statements of income. In September 2006 USDTV sold
substantially all its assets to a third party and assngned its spectrum lease w1th KOAT our Albuquerque

New Mexico statlon to the buyer o 4 S . .

Investment in Imemer Broadcasting’ Sysrems Inc. +During t the periods presented the Company had an

: Investment in Internet Broadcasting, Systems, Inc. (“Internet Broadcasting”) and, during the periods
presented through December.22, 2005, the Company had an investmentin IBS/HATV LLC; the parent .
company of 26 wholly-owned subsidiary limited liability companies: Internet Broadcasting operatesa . = -
national network of station-Websites under operating agreements with various television station groups,
including the Company. IB"S/HA'I"V- LLC owned the Websites for each of the Company’s television
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stations. The initial $20 million investment in exchange for shares of preferred stock (representing an
approximately 24% equity interest in Internet Broadcasting) was made in December 1999, followed by an
additional $6 million investment in bridge loans issued by Internet Broadcasting in May 2001.

On December 22, 2005, the investment in Internet Broadcasting and the IBS/HATV LLC relationship
were strategically restructured to provide for new content initiatives, new sales opportunities and enhanced
capital resources for Internet Broadcasting. Under the new arrangement, Internet Broadcasting continues
to manage a national network of station Websites under various operating agreements. However,
IBS/HATV LLC and its subsidiaries were dissolved resulting in the recognition of local Website operating
results directly on the books of the Company’s television stations as of January 2006,

. ® Investment in Internet Broadcasting.  As a result of the restructuring on December 22, 2003, the
Company’s investment in preferred stock and bridge loans was converted into shares of Internet
Broadcasting common stock, increasing the Company’s ownership percentage from 24% to 31.1%.
Subsequently, in January 2006, the Company purchased Internet Broadcasting common stock from
an existing Internet Broadcasting investor for $5.5 million, increasing its ownership percentage to
39.2%. We continue o account for our mvestment in Internet Broadcasting using the
equity method.

o [BS/HATV LLC (Limited Liabifity Company). As described above, a component of the
restructuring was the dissolution of IBSfHATV LLC, effective December 31, 2005. In 2006, the
Company received its share of the LLC'’s assets. IBS/HATV LLC was owned 49.9% by HTV and

-50.1% by Internet Broadcasting. Controlled and managed by Internet Broadcasting, IBS/HATV
LLC was the'parent company of 26 wholly-owned subsidiary timited liability companies established
to own and operate the Websites for each of the Company’s television stations. As a result of the

- restructuring, those 26 subsidiaries were also dissolved and their assets were transferred to the
Company. Prior to the restructuring, we accounted for our investment in [BS/HATV LLC using the
equlty method. ' :

Investment in NBC/Hearst-Argyle Syndication, LLC. Effective December 31, 2005, NBC. and the
Company concluded the NBC/Hearst-Argyle syndication venture and the Company recorded a loss of
$2.5 million within Other expense. The Company’s 20% share in the results of NBC/Hearst-Argyle
Syndication, LLC was included in Equity in (income) loss of affiliates, net of tax in the accompanying
Consolidated Statements of Income for the year ended December 31, 2004 We accounted for thls
investment using the equ1ty method. : ’ :

Investment in Capital Trust. On December 20, 2001, the Company purchased all of the Capltal
Trust’s common stock (valued at $6.2 million) as part of the initial capitalization of the Capital Trust, and
the Company received $200.0 million in conr_leétion with the issuance of the Subordinated Debentu‘re‘s
(valued at $206.2 million) to the Capital Trust. On December 31, 2004, the Company.redeemed a portion
of the subordinated debentures (valued at $72.2 million) and the Capital Trust concurrently redeemed
$2.2 million of its common stock and $70.0 million of preferred securities. The Subdrdinated Debentures
are presented as Note payable to Capital Trust of $134.0 million in the Company’s Consolidated Balance
Sheets. The Capital Trust does not hold any other significant assets other.than'note receivable from the
Company for the Subordinated Debentures. In accordance with the pr0v151ons of FIN 46(R), the Company
does not consolidate the accounts of its whollyzowned subsidiary, the Capxtal Trust in its consolidated
financial statements. Therefore, we account for this investment using the equity method.

-

DL,
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The earnings attributable to this investment are the Company’s interest payments made on
$6.2 million of the Subordinated Debentuires outstanding for the year ended December 31, 2004 and
$4.0 million of the Subordinated Debentures outstanding-for the years ended December 31, 2005 and 2006.
The Company has recorded its share.in the earnings of the Capital Trust as an offset to the interest
expense that the Company pays on the Subordinated Debentures (see Note 7). '

~Investment in NBC Weather Plus.  In November 2004, NBC Weather Plus Network (“Weather Plus”)
was formed to launch the first digital local and national weather network using a portion of the digital
spectrum of NBC-affiliated television stations. Weather Plus is a 50/50 joint venture between two member .
limited liability companies: NBC News Bureaus, Inc. and Weather Network Affiliates Company, LLC.
NBC-affiliated stations-participated in the venture by investing in Weather Network Affiliates Company;
LLC. We have a minority interest in Weather Network Affiliates Company, LLC. Since November 2004 we
have launched Weather Plus in all ten of our NBC-affiliated markets. We account for this investment using .
the cost method. ' '

Other Investments. The majority of the other investments are broadcast tower parfnerships.

4. Goodwill and Intangible Assets ..

1;116 carrying value of goodwill and intangible assets as of December 31, 2006 and 2005 consisted of
the following: '

December 31, 2006 December 31, 2005

) (In thousands)
Total intangible assets subject to amortization........:... $ 106,783 $ 111,983
Intangible assets not subject to amortization—FCC :
© licenses...... P : 2,413,257 2,284,103
Total intangible assets, net.............ooeneeniien.. . $2,520,040 " $2,396,086
Goodwill . .... S : $ 816,724 § 731,687

The increase in goodwill- and intangible assets is due to purchase accounting related to the WKCF-TV
acquisition, completed on August 31, 2006. The Company'’s final valuation resulted in $85.0 million in
goodwill and $129.2 million in FCC licenses, each of which have an indefinite life and are therefore not
amortized for book purposes but will be amortized for tax purposes. Additionally, the Company’s final
valuation resulted in $1.1 million in advertiser client base which will be amortized over a period of
one year. .

In accordance with SFAS 142, Goodwill and Intangible Assets, (“SFAS 142”) the Company assesses its
goodwill and intangible assets with indefinite useful lives at least annually by applying a fair value-based
test. The Company’s intangible assets with indefinite useful lives are licenses to operate its television
stations which have been granted by the FCC. SFAS 142 also requires that intangible assets with
determinable useful lives be amortized over their respective estimated useful lives to their estimated
residual values, and reviewed for impairment in accordance with SFAS 144,

In performing the annuallimpairment test, the estimated fair value of each station’s FCC license and
enterprise value is determined based on the present value of future cash flows. For the year ended
December 31, 2006, the Company has determined based on the present value of future cash flows that no
impairment of each station’s FCC license and enterprise value exists. When performing the annual

.
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impairment test in 2003, we determined that the estimates of future cash flows at our station, WDSU-TV
in New Orleans, Louisiana, were negatively impacted due to Hurricane Katrina and as a result,the .+ 7+,
Company recorded a $29.2 million write down of its indefinite lived intangible assets and goodwill for the
year ended December 31, 2005 which was comprised of $26.2 million of FCC license and $3.0 million of
goodwill. ’ ‘ ' :

The Company, as an FCC licensee, enjoys an expectancy of continued renewal of its licenses, so long
as it continues to provide service in the public interest. The FCC has historically renewed the Company’s-
licenses in the ordinary course of business, without compelling challenge and at little cost to the Company.
Furthermore, the Company believes that over-the-air broadcasting will continue as a video distribution
mode for the foreseeable future. Therefore, the cash flows derived from the Company’s FCC licenses are -
expected to continue indefinitely and as such, and in accordance with SFAS 142, the life of the FCC license
intangible asset is deemed to be indefinite.

* Summarized below are the carrying value and accumulated amortization of intangible assets that
continue to be amortized under SFAS 142 as of December 31, 2006 and 2005:

December 31, 2006 December 31, 2005
Gross Carrying Accumulated Net Carrying Gross Carrying "Accumulated  Net Carrying

Value Amortization Value Yalue Amortization Value
o (In thousands)

Intangible assets subj'cct to

amortization: ) )
Advertiser client base. . . . $124,035 $ 73,967 $ 50,068 $122,891 $ 70,050 $ 52,841
- Network affiliations . .. .. 95,493 38,880 56,613 | 95,493 36,489 59,004
Other................. 743 641 102 743 . 605 138
Total intangible assets . ) ) o :
subject to amortization. . . $220,2711 $113,488 $106,783 $219,127 $107,144 $111,983

The Company’s amortization expense for definite-lived intangible assets was approximately $6.3 -
million in the year ended December 31, 2006. Estimated annual intangible asset amortization expense is
apptoximately $6.8 million in 2007 and $6.0 million in each of the next four years.

5. Accrued Liabilities

Accrued liabilities as of December 31, 2006 and 2005 consisted of the following: {
2006 2005
. (In thousands)

Payroll, benefits and related costs. . ............. e ., 520,738 $17,075
Accrued INCOmMeE taxeS . . ..ottt it et e i el o0 18,692 10,307
Accrued interest. . . ................: e e T 8T 9,462
Accrued vacation. ... ... ..... .. i, e . 5855 5,438
‘Accrued payables. ... ..o i i e e 4128 3111 7
Other taxes payable............... B S 1,826 - 1,777

- Other accrued liabilities .................... e 6,484 . 3,963
Total accrued liabilities. ........ i e $66,515 - $51,133
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'6. Long-Term Debt T . - R
Long-term debt as of December 31, 2006 and 2005 con51sted of the followmg

2006 2005

(In thousands)
Revolving Credit. Facrhty .......................... e ... $100,000 3 —
Senior Notes...........0...... DR Ll - 407,110 " 417,110
Private Placement Debt ... ............0..... U s, 360,000 - 450,000
Capital Lease Obligations ........ e e P e 60 107
: . . $867,170: , $867,217
Less: Current maturities................. CEE R ERRRERRRRT P ©(90,048) (90, 047)
Total long-term debt............. D e 87771220 $777,170

Credit Facility

In November 2006, we increased our five-year unsecured revolving credit facility which matures.on
April 15, 2010 to $500 million. The credit facility can be used for general corporate purposes including’
working capital, investments, acquisitions, debt repayment and dividend payments. Outstanding principal
. balances under the credit facility bear interest at our option at LIBOR or the alternate base rate (“ABR"),
plus the applicable margin. The applicable margin for ABR loans is zero. The applicable margin for -
LIBOR loans varies between 0.50% and 1.00%.depending on the ratio of our total debt to earnings before
interest, taxes, depreciation and amortization.as defined by the credit agreement (the “Leverage Ratio”).
The ABR is the greater of (i) the prime rate or (ii) the Federal Funds Effective Rate in effect plus 0. 5%.
We are required to pay a commitment fee'based on the unused portion of the ¢redit facility. The.
commitment fee ranges from 0.15% to 0.25% depending on our Leverage Ratio. We have borrowed $100.0
million under the credit facility as of December 31, 2006. The annualized welghted average interest rate for
our credit facility outstanding is 6. 2% for the year ended December 31,2006. - .- - . o

§ . R - PR R 5.

Semor Notes

At December 31 2006 the Semor Notes Wthh are unsecured obllgatlons con51sted of $125 mrlhon ;
principal amount of 7.0% senior notes due November 2007; $166 million pnnc1pal amount of 7.0% senior -
notes due 2018 and $116.1 million principal amount of 7.5% senior notes due 2027. In the first quarter of
2006, the Company repurchased $10 million of 7.00% senior notes due 2018. As of December 31, 2006,
the Company has the ability and intent to refinance its 7% senior notes due November 2007 and therefore
has continued to classrfy the debt as a long- term obllgatlon

At December 31, 2005 the Semor Notes which are unsecured obhgatlons consnsted of $125 mllhon
principal amount of 7.0% seniot notes due November 2007; $176 million principal amount of 7.0% senior
notes due 2018 and $116.1 million principal amount of 7.5% senior notes due 2027. Initially issued in -
November 1997 and January 1998, procceds from the senior notes were used to repay then existing debt.
On December 13, 2005, we repurchased $15 million of our 7.5% senior notes due 2027.

Private l.’lacementDebt

At 'December 3;1, 2006, the Private Placement Debt consists of $360 million in senior; unsecured " -
notes, which bear interest at 7.18% per year. The first of five mandatory $90 million annual payment .

»
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installments was made on December 15, 2006. The second mandatory $90 million payment will be made on
December 15, 2007. The Notes were initially issued in connectlon with the January 1, 1999 acqulsmon of
KCRA-TV in Sacramento, California,

Capital Lease Obligations

We have capitali'zed the future minimum lease payments of equipment under leases that (iualify as
capital leases. We had capital lease obligations of approximately $0.1 million as of December 31, 2006 and
2005. The capital leases have terms which expire at various dates through 2008,

Aggregate Maturities of Total Debt

Approximate aggregate annual maturities of total debt (mcludmg capital lease obhgatlons) are as
follows (in thousands):

2007 . 215,048(1)
2008 ...... e D et 90,012
2009 ... .. R S 90,000
2000 5. .0ttt e 190,000
2001 ... P e e e e s [P, e .. 0
Thereafter........... e e [P e 282,110

Total...............covnnt. PO S e $867.170

(1) Thé Company has the ability and intent to refinance its $125,000 prmcnpél amount of 7% senior notes
due November 2007 and therefore has contmued to classify the debt at d long-term obligation on the
consohdated balancé sheet. ‘

Debt Covenants and Restrictions

The Company’s debt obligations contain certain financial and other covenants and restrictions on the
Company. None of these covenants or restrictions include any triggers explicitly tied to the Company’s
credit ratmgs or stock price. The Company is in- comphance with all such covenants and restrictions as of
Deccmber 31, 2006' " : Co

By

Interest Rate Risk Maﬁagement '

The Company is not involved in any derlvatwe financial instruments, However, we may con51der
_ certain interest rate risk strategies in the future. We may also c0n51der in the future certain mterest rate
swap arrangements or: debt—for-debt exchangeS‘ B e '

r ‘ . PR A T L
! . ) .
Ly ) . T 1, R
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Interest Expense, net L. &H

Interest expense net for the years ended- December 31, 2006, 2005 and 2004 con51sted of the: '
followmg = ‘ . A -

2006 - - 2005 - 2004
(In thousands)

Interest on borrowings;

1
4

Credit Facility. . .......ovvien $ 2663 § 465 § 289
Senior Notes. ........ e e e : 29,514 31,578 30,903
Private Placement Debt ... vvoeerrrneeerritens s e 32,023 32,310 32,310 -
Amortization of deferred financings costs and other ceeree. 21,903, 2424 . 1,943
.Total interest expense. ............cooeonn.. e .o 66,103 . 66,777, 65445
Interestincome. ... .......oovv i niannnn. i . {6229)  (3,402)- (1 715}
Total interest expense, net..........c.oevveenenn.., e . $59874 $63,375 363,730

7. Note Payable to Capltal Trust ) L \

Asof December 31, 2006 the Company has outstanding $134.0 mll]lOl’l aggregate prmcnpal amount of
Series B Debentures which are convertlble into 5,128 shares of Serles A Common Stock in the aggregate

The Redeemable Convertible Preferred Securities issued by the Capital Trust are’ effectively
convertible, at the option of the holder at any time, into shares of the Company’s Series A Common Stock
par value $.0l per share through an-excharige of such Redeemable Convertible Preferred.Securities fora >
portion of the Debentures of the corre%pondmg series held by the Capital Trust. The conversion terms are -
identical for all holders of the Redeemable Convertible Preferred Securities, including Hearst. The . ‘..
Series B Debentures are convertiblé into the Company’s Common‘Stock at an initial rate of 1.972262. = ..
shares of the Company’s Common Stock per $50 principal amount of Series B Debentures {(equivalent to a
conversion price of $25.3516 per.share of the Company’s Common Stock). When the Debentures are
repaid or redeemed, the same amount of Redeemable Convertible Preferred Securities will simultaneously
be redeemed with the proceeds from the repayment or redemption of the Debemures o '

"

The Senes B Debentures mature on December 31, 2021 and bear interest at a rate of 7.5% per year.-
The Company has the right to defer interest on the Debentures {and therefore distributions on the
Redeemable Convertible Preferred Securities) by extendmg the interest payment period from t:me to time
in accordance with and subject to the térms of the Redeemable Convertible Preferred Securities. The
Series B Debentures may be redeemed at the option of the Company (or at the direction of Hearst) at any
time on or after December 31 2006. The redemption prices (per $50 principal amount) of the Series B
Debentures range from $51. 875 in 2007, declining to $50.375 in 2011 and $50 thereafter to maturity.

The Company redeemed all of its outstanding Series A Debentures on December 31, 2004 (the
“Redemption Date”), at a price of-$52.625 per $50.00 principal amount of the Series A Debentures in
accordance with the terms of the indenture. The redemption of the Series A Debentures triggered a
simultaneous redemption by the Capital-Trust of 1.4 million shares of its Series A Redeemable Convertible
Preferred Securities. Also, the Capital Trust redeemed 43,299 shares of its common stock,-held by the
Company. As a result of the redemption, Notes payable to Caplta] Trust was reduced by $72.2 million and
Investments was reduced by $2.2 million. | N S v .

¢ . , R . L o " !
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Interest Expense, net—Capital Trust

Interest expense, net—Capital Trust is interest expense incurred net of equity interest in earnings of
the Company’s Series B Debentures issued by its wholly owned unconsolidated subsidiary trust (the
“Capital Trust”). Interest expense, net in 2004 includes a $3.7 million premium paid for the redemption of
the Series A Debentures. For the years ended December 31, 2006, 2005 and 2004 the Company incurred
interest expense on the Debentures issued by the Capital Trust as follows:

Years Ended December 31,

2006 2005 2004
(In thousands)
Interest on'Subordinated Debentures: ) :
Series B Subordinated Debentures ........0........... $10,052 $10,052 $10,052
Series A Subordinated Debentures .................... — 5412
Premium paid on redemption of Series A Subordinated
Debentures. .. ..ot et — — 3,789
Gain on redemption of Capital Trust common stock .. . .. — — (114)
Total interest EXpense. ..... ... vt vinerirenrenieeriarenns 10,052 10,052 19,139
Equity in earnings of Capital Trust .................... (302) "~ (302) (464)

Total interest expense, net—Capital Trust................. $ 9750 $ 9750 $18,675

8. Eamings Per Share

The calculation of basic EPS for each period is based on the weighted average number of common
shares outstanding during the period. The calculation of dilutive EPS for each period is based on the
weighted average number of commeon shares outstanding during the period, plus the effect, if any, of
dilutive common stock equivalent shares. The following, tables set forth a reconciliation between basic EPS
and diluted EPS, in accordance with SFAS 128, Earnings Per Share (in thousands except per share data):

Year Ended December 31,
2006 2005 2004
Reportednetincome ..............ccoviivnn.s e $98,723 $100,217 $123,942
Less: Preferred stock dividends. . ............ P — ()  (1,067)
Income applicable to common stockholders (Basic).......... . $98,723 $100,215 $122,875
Add: Interest Expense, Net—Capital Trust, netof tax....... L — — 9,285
Income applicable to common stockholders (Diluted). ... ..... - $98,723 $100,215 $132,160
Basicshares..........cooiviei.. e DR 92,745 - 92,826 - 92,928
BasicEPS ... ... i S $ 106 $. 108 $ 132
Diluted shares .................... F S 93,353 93,214 101,406 -
Diluted EPS ...:................. e $ 106 $ 108 $§ 130
Basicshares............coeuun.. D e e 92745 92 826 92,928
-+ Add: Shares issued upon assumed exércise of stock options . . - 608-- . 388 543
- Add: Shares issued upon conversion of Series A Redeemable - . N
Convertible Preferred Securities—if dilutive ... .......... — — 2.807
Add: Shares issued upon conversion of Series B Redeemable
Convertible Preferred Securities—if dilutive . ............ — — 5,128
Dilutedshares ........ccoviviiiiiniiinennnn.. e 93,353 93,214 101,406
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Common stock options:for 6,566,936, 3 657 174 and 2, 916 270 shares of Series A-Common Stock,
(before application of the treasury stock method), outstanding as of December 31, 2006, 2005 and 2004, -
respectively, were not included in the computation of diluted EPS because the exercise prices were greater
than the average market price of the common shares durmg the calculation period. - :

" The-dilution test for thé Redeemable Convertible Preferred Securities related to the Cépital Trustis -
performed for all periods. This test considers only the total number of shares that could be issued if
converted and does not c0n51der either the conversion price or the share price of the underlying common
shares. When the securities related to the Capatal Trust are. dilutive, the interest, net of tax, related to the

" Capital-Trust is added back to Income applicable to common stockholders for purposes of the drluted EPS
calculation. The Series A Convertlble Preferred Securities were redeemed on December 31, 2004 and
therefore had no impact on the 2005 or 2006 penods For the year ended December 31, 2004, 7,935,068

" shares of Series A Common Stock to be issued upon the conversion of 1, 400,000 shares of Series. A15%

Redeemable Convertible Preferred Securities and 2,600,000 shares of Series B 7. 5% Redeemable ‘

Convertible Preferred Securities, related to the Capital Trust are mcluded in the number of common

shares used i i the calculatlon of diluted EPS o

The Serres Aand.B Preferred Stock were redeemed in full as of January 1, 2005 For the year ended
December 31 2004, 5,781,000 shares of Series A Preferred Stock, and 5,470,000 shares of Series B
Preferred Stéck and the related dividends were included.in the calculation of diluted EPS.

i s b

1
¢+ - - ) '

9. -Income Taxes

The provision (beneﬁt) for income taxes relating to income for the years ended December 31, 2006,
2005 and 2004 consisted of the followmg

Wt o Y

! - Years Ended December 31,

Lo . . 2006 2005 i. 2004
o - o . . (In thousands)

Current:

Stateandiocal'...............:.;_ .......... S 8.1593 ) § 5671 $6761

TBederal. ..t 41,4267 (8,328)" 49475 o
$49,019 (265 7y $56236

Deferred: LT

State.and local - ............. e Loaten 81,54 $(7096) $ 1976

Federal. . ... . uueeeiniieeeia et o 78577 12,765 17,512

: SRR \ © $9301.° 'S 5669 $19,488

Provision for inCOmMe taxes’. . .. ..oovvnevereeeen.. i...i... 358410 $3,012 '$75724
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- The Company’s effective income tax rate in a given financial statement period may be materially -
impacted by changes in the lével of earnings by taxing jurisdiction, changes in the expected outcome of tax
examinations, amount of deductions or changes in the deferred tax valuation allowance. The effective
income tax rate for the years ended December 31, 2006, 2005 and 2004 varied from’ the statutory U.S.

_ Federal income tax rate due to the following: .

it . B FEN " . e

o 5 2006 2005 2004
‘Statutory U. S. Federal income tax........ . ... S ‘voon 35.0% 35.0% 35.0%

" State income taxes, net of Federal tax benefit .................. e 380 (09 29
| " *7 Other non-deductible business expenses. ... . ... SRR .. 02+ - 13 03
Change in valuation allowances and other estimates. ....... U (16) (3L —
Other.......... S PO S pe 01 (08 O
' Effectlve income tax rate ..!..... USSR o 313% 3. 0% 38.1% -

The ificrease in our Federal current tax expense and effectlve tax rate for the year ended _
December 31, 2006, prlrnanly relates to an increase in income beforé income taxes from $101.8 million for
the year ended December 31, 2005 t6'$156.7 mitlion for the year ended December 31, 2006; and -
$37.4 million in tax benefits recdrded as‘a result of the settlement of certain tax return examinations and.
changes in Ohio tax law in the year ended December 31, 2005. co ‘ . "

Deferred income tax liabilities and assets at December 31, 2006 and 2005 consisted of the following:

G ‘ Coo : (2. 2006 . ¢« 2008
: {In lhousands)‘ ..

B}

Deferred income tax liabilities:
' Difference between book and tax basis of property, plant and ’ .
. _ - equipment.......... IR T S $ 39267 $ 26,994

Accelerated furiding of pension benefit obligation ................. (21,823) 13,352
. D1ﬁerence between book and tax basis of 1ntang1ble assets .......... 820,785 804,926
. Total deferred i income tax liabilities.. ... et DU, "$838,229  $845.272
" Deferred i income tax assets. o
" Accrued expenses and Other .............ooiiiiiiiiiiiiiie $ 4672 § 4,029
Operating and Capital loss carryforwards. . . . . e 31,098 33,265
. L . o 35,770 37,294
.+ Les§: Valuation allowance,. .............ooeiveeeeiniieiani., - (31,098)  (33,265)
Total deferred income tax assets............ e e D 4672 4,029 -
Net deferred income tax liabilities . .. .. e e e $833,557 $841.243

*

At December 31, 2006, net deferred tax liabilities include a deferred tax asset of $2.8 relat1ng to stock-
_based compensation expense under SFAS 123(R). Full realization of this deferred tax asset requires stock
options to be exercised at a price equaling or exceeding the sum of the grant price plus the fair value of the
option at the grant date, The provisions of SFAS 123(R), however, do not allow a valuation allowance to
be recorded unless the company’s future taxable income is expected to be insufficient to recover the asset.
Accordingly, there can be no assurance that the stock price of our Series A'Common Stock will rise.to
levels sufficient to realize the entire tax benefit currently reflected in our balance sheet. See Note 12 for
addmonal discussion of SFAS 123(R).
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" At December 31, 2006, we had state net operating loss carryforwards (tax effected) of $25.5 million
and other capital loss carryforwards (tax effected) of $5.5 million, respectively expiring through 2026 and in
2009. The valuation allowance represents.the uncertainty associated with the realization of these tax
benefits: The change in the valuation allowance for 2006 is the result of the Company’s.utilization of .

approximately $2.1 million'in capital loss carryforwards. G s ;o ;o
The net deferred income tax liabilities are presented under the following captions on the Company’s A'
consolidated balance sheets: S s vl .
. : ' L o te o, - A R
- ‘ . . . 2006. .-, 2005
) ‘ . S . ’ {In thousands)
Deferred income tax liability .. ... TN d i 5838229 $845,272
Déferred ifcome tax asset (current). ... .l...0..00 DL 4672 7 _ 4029
Net deferred income tax liability. ... 0. .......... IO $833,557 $841,243

. . e R
The deferred tax liabilities primarily relate to differences between book and tax basis of the
Company’s FCC licenses. In accordance with the adoption of SFAS 142 on January 1, 2002, the Company
no longer amortizes its FCC licenses, but instead tests them for impairment annually. As the tax basis'in *
the. Company’s FCC licenses continues to amortize, the deferred tax liabilities will increase over time.

10. Common Stock o
General - . MR o v o
The Company has authorized 300 million common shares, par value $0.01 per share, which inclides
200 million of Series A Common Stock and 100 million Series B Common Stock. Except as otherwise '
described below, the issued and outstanding shares of Series A Coémmon Stock and Series B Common
Stock vote together as a single class on all matters submitted to a vote of stockholders, with each issued
and outstanding share of Series A Common Stock and Series B Common Stock entitling the holder thereof
1o one vote on all such matters. With respect to any election of directors, (i) the holders of the shares of
Series A Common Stock are entitled to vote separately ai'd class to elect two members of the Company’s’
Board of Directors (the Series A Directors)-and (ii) the holdérs of the shares of the Company’s Series B
Common Stock are entitled to vote separately as a class'to'elect the balance of the Company’s Board of
Directors (the Series B Directors); provided, however, that the number of Serics B Directors shall not

constitute less than a majority of the Company’s. Board of Directors. | .

T

..

All of the outstanding shares of Series B'Common Stock are held f)y a subsidiary of Hearst. No holdér
of shares of Series B Common Stock may transfer any such shares to any person other than to (i) Hearst;
(ii) any corporation into which Hearst is merged or consolidated; (iii) any entity to which all or
substantially all of Hearst’s assets are transferred; or (iv) any entity controlled by Hearst (each a’ _

" “Permitted Transferee”). Series B Common Stock, however, may be converted at any time into Series A
Common Stock and freely transferred, subject to the terms and conditions of the Company’s Certificate of
Incorporation and to applicable securities laws limitations. - . : ) . L

Tk ]

Cqmnion Stock Repurchase :

Fiud gt - N . SEAE e Lt U -

In May 1998 the Conipany’s-Board of‘Direétogs duthorized the repurchase of up-to $300 million of its
outstanding Series A Common Stock. Such repurchases may be effected froin time to time in the open -

73




.HEARST-ARGYLE TELEVISION, INC.
: Notes_ to Consolidated Financial Statements (Continued)

market or in prlvate transactions, subject to market condltlons and management’s discretion. During 2006,

. ;he.Company repurchased 129,150 shares of Series A Common Stock at a cost. of $2.8 million and an

- average per share price of $21.52. Between May 1998 and December 31, 2006, the Company repurchased
approximately 4.5 million shares of Series A Common Stock at a cost of approximately $110.8 million and
an average price of $24.87. There can be no assurance that such repurchases will'occur in the future or, if
they do occur, what the terms of such repurchases wrll be. Lo :

Hcarst and its 1nd1rect whol]y-owned subsidiary Hearst Broadcastmg, Inc. (“Hearst Broadcasting”) are
authorized by Hearst’s Board of Directors to ptirchase up to 25 million shares of the Company’s Series A
Common Stock from time to time in the open market, in private transactions or otherwise. As of
December 31, 2006 under this plan Hearst had purchased approximately 23.8' million shares of the
Company $ outstandmg Series A Common Stock. Hearst’s ownershlp of the Company 5 outstandmg
common stock was 73.8% and 70. 5% as of December 31,2006 and 2005, respectwely

.Common Stock Dividends

1

. During t the year ended December 31, 2006 the Company s Board of. Drrectors declared cash dmdends
as follows A f ,

Dividend', . Declaration ' -.Reco'rd Payn‘lent L Total .Hearet

 Amount R Date . Date . Date Dividend Portion . -
$0.07....... March 31,.2006 April 5, 2006 April 15, 2006 $6,485 +$4,636 -
$0.07....... May 4, 2006 July 5, 2006 July 15,2006 $6,493  $4,768
$0.07....... . September 21, 2006 October 5,2006 October 15, 2006 $6,490 34816
Y %0.07.. ..., .» December 7, 2006 January 5 2007 January 15,2007 © $6,523  $4,816
R i oy A . . Lo - " .
11, _Preferred Stock K '. ' Lt T

Under the Company 5 Certrfrcate of Incorporatron the Company has one rmlhon aurhorrzed shares of
Preferred Stock, par value $.01 per share. At December 31, 2006 and 2005, there was no Preferred Stock
outstandmg There were 5,470,000 shares of Series B Preferred Stock and 5,781,000 shares of Series A
Preferred Stock 1ssued and outstandlng as of December 31 2004. The Preferred Stock had a cash dividend
feature whereby. each ‘share accrued $65 per share annually, to be paid quarterly. o

On January 1 2004, the'Company redeemed-1;600,000 shares of Seriés A Preferred Stock and on
December 10, 2004 the Company redeemed 3, 468,000 shares of Seties B Preferred Stock. On January 1,
2005, 5,781,000 shares of Series A Preferred Stock and 5,470,000 shares of Series B Preferred Stock were
redeemed.,

‘ 12 Employee Stock Plans ‘ .

' -‘a‘-'J.'~:."
< Or January 1, 2006, the Company adopted FASB Statement No. 123(R) Share-Based Payment
(“SFAS 123(R)”) using a modified prospective transition method. Accordingly; because we have adopted a
prospective method prior periods have not been restated. For the year ended December 31, 2006, the
adoptron of SFAS 123(R) resulted in incremental stock-based compensatron ‘expense, as well as a decrease
in income before income taxes of $7.6 million, and a decrease in net income of $4.8 million. Additionally,
the incremental stock-based compensation expense caused both basic and drluted earnings per share to
decrease by $() 05 for the year ended December 31, 2006,

[ . . :
LA
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. On May 5, 2004, the Company'’s stockholders and Board of Directors approved the 2004 Long Term
Incentive Compensation Plan, which the Board further amended in July 2006 (as amended, the “Incentive
Compensation Plan”). The Incentive Compensation Plan is intended to replace the Amended and
Restated 1997 Stock Option Plan (the “Stock Option Plan”} with respect to new grants and all grants made
after May 5, 2004 are made under the new Incentive Compensation Plan. Under the Incentive
Compensation Plan the Company may award various forms of incentive compensation, including stock
options and restricted stock, to officers, other key employees and non-employee directors of the Company
and its subsidiaries. The Company reserved for issuance under the Incentive Compensation Plan 3.6
million shares of Series A Common Stock. As of December 31, 2006, under the Incentive Compensation
Plan stock options were granted with exercise prices equal to the market price of the underlying stock as of
the date of grant. Each option is exercisable after the period or periods specified in the applicable option
agreement, but no option can be exercised after the expiration of 10 years from the date of grant.
Generally, options granted to employees under the Incentive Compensation Plan cliff-vest after three
years commencing on the effective date of the grant.

Under the Stock Option Plan, 8.7 million shares of Series A Common Stock were reserved for
issuance. Under the Stock Option Plan, stock options were granted with exercise prices equal to the
market price of the underlying stock on the date of grant. Generally, options granted prior to
December 2000 either (i) cliff-vest after three years commencing on the effective date of the grant or
(ii) vest either after nine years or in one-third increments upon attainment of certain market price goals of
the Company’s Series A Common Stock. Options granted in December 2000 vest in one-third increments
per year commencing one year from the date of the grant. Generally, options granted after Decembér 2000
cliff-vest after three years commencing on the effective date of the grant.-All options granted pursuant to
the Stock Option Plan will expire no later than ten years from the date of grant.

A summary of the status of the Company’s Stock Option Plan and Incentive Compensation Plan, and
changes for the years ended December 31, 2006, 2005 and 2004 is presented below (not in thousands):

. Weighled Average
. Options Exercise Price
Outstanding at December 31, 2003. ... ... e 7424472 -+ $22.71
CGranted . i e SO PR - 1,272,900 25.63
Exercised. ... covviiniiiinnnanes e e e (455,056) - 18.97
Forfeited ... ..ooviiveiinnaiinnnns e e - (181,887). - 2406
Qutstanding at December 31,2004, ............. L RN 8,060,429 $23.36
Granted ......... RS " 1,273,400 24.14
EXCICISEd . .o oot i it it eieees s , (362,719) 18.64
FOrTeited . s e i ettt v e aa i iaaiaea s (450,263) 26.02
Outstanding at December 31,2005, . ...........oooiniivnnn 8,520,847 $23.53
Granted ....... N 756,650 25.40
S e 1]« FA S (391,213) 19.70
Forfeited ............ S PR (79,988) 24.92
Outstanding at December 31,2006, ..........ooviiiiiiinenn. 8,806,296 $23.85
Exercisable at December 31,2004 ..............oooiiiiiiinns 4,392,112 $21.84
Exercisable at December 31,2005 ...... ... o il iien 4,720,837 $22.25
Exercisable at December31,2006 ... ... i, 5,490,211 $23.10
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The following table summarizes information about stock optlons outstanding and exercisable at
December 31, 2006 (not in thousands):

Options Qutstanding -

Weighted . Intrinsic Value of In the
Average Money Outstanding
Number Outstanding Remaining Options at Weighted Average
Range of Exercise Prices at December 31, 2006 Contractual Life *~ December 31, 2006 Outstanding Pnce
$18.56-$21.59 ...... 2,206,760 435 $13,084,646 $19.57
$22.08-324.89 ...... 2,345,400 7.61 3,327,950 $24.08
$25.13-826.81 ...... 4,092,022 " 6.01 222,163 $25.80
$27.75-829.00 ...... 148,114 1.21 ’ — $28.87
$35.25-836.44 ...... ) 14,000 1.61 — $36.44
8,806,296 5.93 $16,634,759 $23.85
_Options Exercisable
] Weighted Intrinsic Value of In the
" Average Money Outstanding
. Number Exercisable Remaining Options at Weighted Average
Range of Exercise Prices at December 31, 2006 Contractual Life December 31, 2006 Exercise Price
$18.56-$21.59 ....... 2,186,760 4.30 $12,996,046 . $19.56
$22.08-$24.89 ....... 1,062,000 - 6.04 1,506,220 $24.08
$25.13-526.81 ....... . 2,095,837 4.08 222,103 $25.85
$27.75-$29.00 . ...... 131,614 . 110 — $28.93
$35.25-836.44 .. ... .. ' 14,000 1.61 o — $36.44
5,490,211 - 447 $14,724,369 $23.10

Under SFAS No. 123(R), options are valued at their date of grant and then expensed over their
vesting period. The values of the Company’s options were calculated at the date of grant using the Black-
Scholes option-pricing model. The weighted average grant date fair value of options granted was $7.49 for
the vear ended December 31, 2006. The weighted average grant date fair value of options granted was
$7.63 for the year ended December 31, 2005. The total intrinsic value (the difference between market price
and exercise price) of options exercised during the year ended December 31, 2006 was $2.0 million. The
total intrinsic value (the difference between market price and exercise price) of options exercised during
the year ended December 31, 2005 was $4.2 million. The total fair value of shares vested during the year
ended December 31, 2006 was $7.7 million. The total fair value of shares vested during the year ended
December 31, 2005 was $7.4 million. .

The following assumptions were used in the Black Scholes option-pricing model to value options
granted during the years ended December 31, 2006, 2005 and 2004:

X 2006 2005 2004
Expectedlife................o..oo 59 Years 59years S.(0years
Volatility factor ..o i 25.09% 27.71%  30.14%
Risk-free interestrate . .. ... o i , 445% . 443% 3N%
Dividend yield ....... et e e e 1.20% 1.12% 0.94%
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The expected life of options granted was estimated based on the historical exercise behavror of .
employees. The expected volatility factor was based on historical volatility over the period equal to the
stock option’s expected life. The risk-free lnterest rate is based on the U.S! treasury yield curve in effect at
. the date of the grant for a perrod equal to the expected term of the optron '

Under the Incentrve Compensatron Plan, the Company awarded an aggregate of 167,000 restrrcted
- stock units to certain non-employee directors and employees.during the year ended December 31, 2006.
Non-employee directors received 5,000 shares which will vest two years from their grant date. Certain
employees of the Company received 162,000 shares which will vest three years from their grant date. The
fair value is equal to the market value on the date of grant. A summary of the outstanding unvested
restricted stock units as of December 31, 2006 and actrvrty durmg the year ended December 31,2006 is
presented below '

Ve
oL J oo
LR } \

: ' v " Restricted Stock Outstanding ' o L
LR . Number of Restricted Weighted Average

. . Stock Units Common Stock Price
Balance at January 1,2006. ... ......oviiniiiiinnnn : T B
Granted.......... S SUUURUR e . 167,000 - - . 012562
" Vested ...........0 N P e e . ’
Forfeited ..., . — . —
Balance at December31 2006 ... il 167,000 - _*"i-.-$25.62v

. The grant date fair value of restrlcted stock units granted to non- employee dlrectors was $21 07 The
grant date fair value of restricted stock units granted to employees was $25.64. Because this is a time based
award, the expense is charged ratably over the vestlng perrod o '

In Aprll 1999 we rmplemented a non- compensatory employee stock purchase plan (“ESPP”) in
accordance with Iiternal Revenue Code Section 423. The ESPP allows employees to purchase shares of
our Series A Common Stock, at 85% of its market price, through after-tax payroll deductions. We reserved
and made avarlable for issuance and purchases under the Stock Purchase Plan 5,000, 000 shares of Series A
Common Stock. Employees purchased 107,702 and 102,934 shares for aggregate proceeds of , - "
approximately $2.1 million and $2.2 million in the years ended December 31, 2006 and 2005, respectwely
In accordance with SFAS 123(R), we recorded $0.4 mrllron in stock-based compensatron expense for the
year ended December 31, 2006 ' : o ¢

The total compensation cost of share-based awards recognized for the year ended December 31 2006
was $7.6 mrlhon The total tax benefit related thereto was $2.8 million for the year ended December 31,
- 2006. For the year ended December 31, 2006 the tax benefit reahzed frorn the exercise of stock options was -
$0.8 million. As of December 31 2006, there was $16. 1 miltion of total unrecognrzed compensation cost
related to unvested share-based compensatlon awards granted under the equity compensation plans which’
does not include the effect of future grants of equity compensation, if any. Of the total $16.1 million, we
expect to recognize appr0x1mately 49% in 2007, 35% in 2008 and 16% in 2009, asswnlng average
forfeitures.-We received $7.7 mlllron upon the exercise of stock options during the vear ended
December 31, 2006, and we recelved $6.8 million upon the exercise of stock optlons durmg the year ended
December 31, 2005 CE S '

.
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Notes to Consolidated Financial Statements (Continued)

13. Related Party Transactions . : : |

The Hearst Corpo?anon As of December 31 2006, Hearst beneficially owned approxlmately 53.0%
of our Series A Common Stock and 100% of our Series B Common Stock, Tepresenting in the aggregate
approximately 73,8% of the outstanding voting power of our common stock, except with regard to the
- election of directors. With regard 1o the election of directors, Hearst's beheficial ownership of our Serics B
Common Stock entitles-Hearst to elect as a class 11 of the 13 directors of our Board of Directors. During
the years ended December 31, 2006, 2005 and 2004, we entered into the followmg transactions with Hearst
or parties related to Hearst: :

® Hearst Lease On May 5, 2006 the Company entered into a Lease Agreement with Hearst to lease
oné floor of the newly constructed Hearst Tower in Manhattan for our corporate offices. Under the
terms of the lease we are entitled to a tenant improvement allowance of $1.9 million. We expect to
record approximately $1.4 million in rent expense annually under the terms of the Lease Agreement
with Hearst, net of the tenant improvement allowance, which we will amortize over the lease term.

o Management Agreement. 'We recorded revenue of approximately $6.7 million, $4.6 million, and
$4.2 million in the years ended December 31, 2006, 2005 and 2004, respectively, relating to a
management agreement with Hearst (the “Management Agreement”). Pursuant to the - '
Management Agreement, we provide certain management services, such as sales, news,
programming, and financial and accounting management services, to certain Hearst owned or
operated television and radio stations. We believe that the terms of the Management Agreement
are reéasonablé to both parties; however, there can be no assurance that more favorable terms wouid
not be available from third parties. T .

o Services Agreement. We incurred expenses of approximaiely $5.0 million, $4.8 million and
$3.8 million in the years ended December 31, 2006, 2005 and 2004, respectively, relating to a

~ services agreement with Hearst (the “Services Agreement "). Pursuant to the Services Agreement,
Hearst pr0v1des the Company certain administrative services such as accounting, financial, legal,
insurance, data processing, and employee benefits administration. We believe that the terms of the
Services Agreement are reasonable to both parties; however, there can be no assurance that more
favorable terms would not be avallable from third parties. :

&

o Interest Expense, Net——Capzml Trust. We incurred interest expense, net, relating to the _
Subordinated Debentures issued to our wholly-owned unconsolidated subsidiary, the Capital Trust,
of $9.8 million, $9.8 million and $18.7 million in the years ended December 31, 2006, 2005 and 2004,
respectively. The Capital Trust then paid comparable amounts to its Redeemable Convertible
Preferred Securities holders of which $1.9 million, $1.9 million and $3.7 mllhon in the years ended
December 31, 2006, 2005 and 2004, respectively, was pald to Hearst '

o Dividend on Common Stock. Our Board of Dlrectors declared quarterly'cas’h dividends of $0.07
per share on our Series A and Series B Common Stock, respectively, for-a total amount of
$26.0 million. Included in this amount was $19.0 million payable to Hearst. On December 7, 2006,
our Board declared a cash dividend of $0.07 per share on our Series A and Series B Common Stock
for a total of $6.5 million. Included in this amount-was $4.8 million: payable to Hearst. In the year
ended December 31, 2005, the Company paid cash dividends of $26.0 mrlllon Included in this
amount was $18.0 million payable to Hearst. See Note 10.
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» *Radio Facilities Lease: - Pursiant to a'lease agreement, Hearst paid us approximately $0.8 million, :
$0.9 miillion arid $0.7:million in the years ended December 31, 2006, 2005 and 2004, respectively. i
Under this agreeiment; Hearst leases from the Company premises for WBAL-AM and WIYY-FM;, )

'Hearst’s Baltimore, Maryland radio stations.” - b e oo :

o Lifetime Entertainment Services. ', We have agreements with Lifetime Entertainment Services .. . B

(“Lifetime™), an entity owned 50% by an affiliate of Hearst.and 50% by The Walt Disney Company,

whereby (i) we assist Lifetime in securing distribution and subscribers for the Lifetime Television, *

L;if@_tiinﬂ Movie Network and/or Lifetime Real Women programming s€rvices; and (ii) Lifetime acts

as our agent with respect to the negotiation of our agreements with cable,rlsa'tellitg and certain other

multi-channel video programming distributors; Amounts payable to-us by Lifetime depend on the i
specific terims Of these agreements. In certain instarices, revenue is a fixed amount and, to a larger

extent, revenue is recognized based on the number of subscribers over the contract period: We

have recorded revenue from the agreements of $17.7 million, $6.7 million and $1.8 million in the

years ended December 31, 2006, 2005 and 2004, respectively. <o SR

.o Wide Orbut, Inc. \In,November 2004, we entered into an agreement with Wide Orbit, Inc. (f‘WiE_ie
Orbit”) for licensing and servicing of Wide Orbit’s Traffic SaIes-apd Billing Solutions software.
Hearst owns approximately 8% of Wide Orbit, Inc. In the years ended December 31, 2006, 2005
and 2004, we paid Wide Orbit approximately $1.4 million, $1.7 million and $0.9 million,
respectively, under the agreement. ¢ S T Lot R
- . . . [E T ot oor o

e Other Transactions with Hearst. In the yearsAended December 31, 2006 and 2005, we recorded net

revenue of approximately $0.1 million and $0.1 million, respectively, relating to advertising sales to .
Hearst on behalf of Good Housekeeping, which is owned by Hearst. In the year ended

December 31, 2004, we did not reccive advertisiﬁg révenue from Hearst.

1

. Internet Broadcasting.  As of December 31, 2006, we owned 39.2% of Internet Broadcasting. Our
share of the (income) loss of Internet Broadcasting included in Equity in (income) loss of affiliates, net of
tax was ($1.5)-million,-$0.2 million and $0.4 million for the years ended December 31, 2006, 2005 and 2004, -
respectively. Our share of income for IBS/HATV LLC included in Equity in (income) loss of affiliates, net
of tax, was $1.9 million'and $1.4 miltion for the years ended December 31, 2005 and 2004, respectively. We
also have an agreement with Internet Broadcasting pursuant to which they provide hosting services for our
corporate Internet site for a nominal amount. Since January 2001, Harry T. Hawks, our Executive Vice
President and Chief Financial Officer, since October 2002, Terry Mackin, our Executive Vice President,
and since December 2005, Steven A. Hobbs, our Executive Vice President and Chief Legal and -
Development Officer, have served on the Board of Directors of Internet Broadcasting, from which they do

not receive compensation for their services.

_ Small Business Television. . The Company utilizes Small Business Television’s (“SBTV?”) services to
provide television stations with additional revenue through the marketing and sale of commercial time to
smaller businesses that do not traditionally use television advertising due to costs. In the year ended
December 31, 2006 these sales generated revenue of approximately $1.6 million, of which approximately
$0.9 million was distributed to the Company. In the year ended December 31, 2005 these sales generated
revenue of approximately $1.4 million, of which approximately $0.8 million was distributed to the
Company. In the year ended December 31, 2004 these sales generated revenue of approximately $1.2
million, of which approximately $0.7 million was distributed to the Company. Mr. Dean Conomikes, the
owner of SBTV, is the son of John G. Conomikes, a member of the Company's Board of Directors.
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NBC Weather Plus.  In 2004, we invested in Weather Network Affiliates Company, LLC (*WNAC”),
which owns the NBC Weather Plus Network (“Weather Plus”). We have launched Weather Plus in all of
our NBC—afﬁhated markets. Terry Mackin, one of our executive officers, serves as the past Chairman of -
‘the'Board of the NBC Television Affiliates Association, which is the managing member and the owner of
certain ownership interests in WNAC. As past NBC Affiliate Chairman, Mr. Mackin serves as chairman of
‘the NBC Affiliates “Futures” committee, which is responsible for developing strategic projects between
NBC and the NBC Affiliates. Mr. Méckin served as the Chairman of the NBC Television Affiliates
Association Board from May 2004 to May 2006. Additionally, since May - 2006, M. Mackin has served as a
‘member of the Board of Directors of NBC Weather Plus Network LLC. Mr. Mackin does not receive
compensation for his Board service.’

Usprvy. Durmg the year ended December 31, 2006 we and Hearst'each owned approximately
6. 175% of USDTYV. In.addition, our,station KOAT-TV in Albuquerque, New Mezxico, had an agreement
to-lease a portion of its digital spectrum to USDTV. In July 2006, USDTYV filéd for Chapter 7 bankruptcy
and the Company wrote off its investment. In September 2006, USDTV sold substantially all its assets to a
third party and assigned its spectrum lease with KOAT to the buyer. From September 23, 2005 to June 20,
2006, Steven A. Hobbs, our Executive Vice President and Chief Legal and Development Officer, served on
‘the Board of Directors of USDTV, from which he did not receive compensation for his services.

Other Related Parties. In the ‘o'rdinary course of business, the Company enters into transactions with
other related parties, none of which were significant to our financial results in the years ended
December 31, 2006, 2005 and 2004.

14. Other Commitmerits and Contingencies

We have obligations to various program syndicators and distributors in accordance with current
contracts for the rights to broadcast programs. Future payments and barter obligations as of December 31,
2006, scheduled under contracts for programs which are currently available are as follows (1n thousands)

. S LF : S S ‘ : Program Rights . Barter ngll_
2007 ........ E e e e e e, . -$50,693 $14,780
2008 ........ e P . e - 8,094 147 ,
2009-........ e e e e e S 5,602 ) 78
2000 . e e 4,793 77,
2011 ..., T e e P S 2,632 14 -
Thereafter..........cc....... D . 974 =

Total................... T P '$72,788 $15,096 -
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The Company has various agreements relatmg to non-cancelable operating leases with an initial term .
of one year or more (some of which contain renewal options), future barter and program rights not
available for bfoadcast at December 31, 2006, and employment contracts for key employees. ‘Future
minimum cash payments (and barter oblrgat1ons) under the terms of these agreements as of December 31,
2006 are as foilows: . ‘

da " .
T o : Employment and
Operating Leases  Program Rights ~ Barter Rights . Talent Contracts

2007 e e TS 6157 $ 34345 510846 ~ $ 75,909

2008, . ...t nhe 0 4875 62,574 0 17960 T 43,642
2009 ..ttt 4019 7541909 v 17,690 15,870
20010 . eneee. 2,805 49,881 15,768 3,999
2011 L ' 2,078 30,132 12,169 1,416
Thereafter.......c0....... 7,929 15,073 8,975 291 -
Total‘.~ ..... et '$27,863 $246914 * 383408 . $141.127

Rent: expense, net, for operating leases was approxtmately $8.4 mt]l1on $10.4 m1llron and $9 4 million
for the years : ended December 31, 2006, 2005 and 2004, respectively.

From tlme to time, ‘the Compariy becomes involved in various claims and lawsuits’ that are incidental
to its busmess ‘In the opinion of the Company,. there are no legal proceedlngs pending against the
Company or any of i ltS subsrdranes that are ltkely to have a material adverse effect on the Company’ s
consolldated financial condltton or results of operations. '

“
LT te

~ The Company has guaranteed the payments by its wholly- owned unconsolldated subsidiary trust (the :
Capital Trist) on-the Redeemable Convertible Preferred Securities in the amount of $134.0 million (see
Note 7). The' guarantee is irrevocable and unconditional; and guarantees the payment-in full of all ‘

- (i) distributions on the’ Redeemable Convertible. Preférred Securities to the extent of available funds of the
Capital Trust; (ii) amounts ‘payable upon‘redemption of the Redeemable Convertible Preferred Securities
to the extent of ‘available funds of the Capital Trust; and (iii) amdunts payable upon a dissolution of the
Capital Trust. The guarantee is unsecured and ranks (i) subordinate to all other Liabilities of the Company,

" - except labilities that are ‘expressly made’pari passu; (ii) pari passu- -with the most senior preferred stock

issued by the- ‘Company, and pari passu with any guarantce of the Company in respect of any. preferred
“stock of the Company or any preferred security of any of the Company’s controlled affiliates; and

(iii) senior to the Company’s Common Stock. The Company, made the guarantee in 2001 to enable the
Capital Trust to issue the Redeemable Convertible Preferred Securmes in the’ amount of $200 0 million to
the holders, of Wthh $70 million par amount was redeemed in 2004. )

15.. Retlrement Plans and Other Post Retlrement Benefits
' Ovemew )

The Company maintains seven defined benefit pension plans, 12 employce savmgs plans and other
post-1 -rétireimént benefit plans for-active, retired and former employees. ’ The seven defined: benefit pension
plans are hereafter collectively referred to as the “Pension Plans.” In addltlon the Company ‘makes
contributions to three multi- employer union pensron plan that provide retrrement beneflts to certarn union
emplovees.

vy
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Pension Plans and Other Post-Retirement Benqﬁts

Benefits under the Pension Plans are generally based on years of credited service, age at retlrement .
and average of the h1ghest five consecutive years’ compensation. The cost of the Penswn Plans is computed
on the basis of the Project Unit Credit Actuarial Cost Method. Past service cost is amomzed over the
expected future service periods of the employees.

i .
Pension Plan Assets* -

sy
.

The Pension Plans’ welghted average asset allocatlons as of the measurement dates September 30,
2006 and 2005, by asset category, are as follows

, : Percentage of Plan
. Assels as of September 30,

‘Asset Category > ‘ 2006 2005
Equity.........ooooin R e 73.5% 69.3%
Fixed'income ........ U e e e 228%  252%
Real estate ......... e 37% - 23%:
Other.........c...oiiiiiiinin. Lol e o _00% - . 32%
Total. o\ oesseiaenn U e e 1000% - 1000%

The assets of the Pension Plans are invested with the objective of being able to meet current and
future benefit paymént needs while controlling pension expense volatility: Plan assets are invested with a
number of investment managers and are diversified among equities, fixed income, real estate and other -
investrnents, as shown in the table above. Approximately 80% of the assets of the Pension Plans are .
invested in a master trust, which has a target allocation of approximately.70%-equities and 30%;fixed
income. When adding the remaining 20% of the assets of the Pension Plans which are outside of the.
master trust, the aggregate allocation is comparable to that of the master trust, but with a slightly hlgher
allocation percentage for fixed income investments. Each of the Pension Plans employs active investment
management programs, and each has an Investment Committee which reviews the respectivé plan’s asset
allocation on a periodic basis and determines when and how to re-balance the portfolio when appropriate.
None of the Pension Plans has any dedicated target allocation to the Company’s Common Stock ;

Net Periodic Pension and Post Retirement Cost - o . . B

-1

L]

The followmg schedule’ presents net per1od1c: pension cost for the Company S Pensnon Plans in the
years ended December 31, 2006 2005 and 2004: - o s

r

Pension Benefits

. . 2006 1005 2604 R
. {In thousands) '
B EIVICE COSt . ittt et e e e ettt e $ 9985 § 9,031- $ 7376
Interest cost ... .. e e e e e e e 9419 - 8,660 . 7,663
Expected return on plan BSSEIS .\ s e Lo (11,1168) T (9,789) ¢ (8,940)
Amortization of initial nét obligation. . .. ... O 1 5 T (98)
Amortization of prior service Cost. .. ... ........c.ooia... 432 74327 493
Amortization of net 0ss .. ...« .. vovi vttt 3868 _ 2,955 1435
Net periodic pensioncost............... P, $ 12,5389 $11,294 ¢ 7,932
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. ' +

“The followmg schedule presents net periodic pension cost for the Company’s post- retlrement beneflt
plan in the years ended December 31, 2006, 2005 and 2004:

Sl ’ . - ',_ - K " - - L l;olsl-R.e'tirement Bene-t:i-'t‘sl . t
-, : _ . 2006 2005, 2004 ,
) . ! : e (ln lhousands)
"SEIVICE COST. .ol eie et e IETEETTI L. $132 $94° §$ 55
TNEETESE COSE v v vy e e enieeeanannn O ST Ll a6 3T 307
Amortization of initial net obligation. .. .........co.iiiiiiiinn. IR i8' 7" 18 -
Amortization of prior service Cost. .. ..........oiioi..s EUUUSSUUUURE - SRR [ S VAN
) AMOTtization of NEt LOSS .« « . -« v o v i s e ettt CT243 7 1200 < 15
Net periodic pension cost........... U e 5. -$873 $624 . §412
_SummaryDtsc!osure Schedu[e . _ - IR PR

The followmg schedule (in thousands) presents the change in beneflt obhgatlon change in plan assets
a reconciliation of the funded status, amounts recognized in the Consolidated Balance Sheet, and
addmonal year-end 1nformanon for the Company’s Pension Plans and post-retirement benefit plan. The
measurement dates for the determmatlon of the benefit obligation, plan assets, and assumptions were

- September 30, 2006 and 2005; . 7 .- - ‘ oo _
Post-Retirement
. Pension Benefits - _ Benefits
- - 2006 2005 . - 2006 2005
' Change in benefit obllgatmn : . e
-+ Benéfit ‘obligation at begmmng OF VAL . ..o ettt $166 048 $146 398 3 6 577 $ 5, 137
SEIVICE COBE Lttt ut e vitt et e e e e ae e i a e 9985 . 9,031 132 - 94
Interestcost........... A S S 9419 . 8,660 461 - 373
. Participant contrlbutlons ............... N L -9 .- = 8
Benefits and administrative expenses paid. ... e (4,949) (4334)-  (575)  (502)
CACTHATIA J0SS. . ..o 2,079 6,284 1472 - 1,467
) Beneflt obhganon atendofyear.......0 ...l . $182,591 $166,047 '$ 8,067 $ 6,577
Change in plan assets: oo . -
Fair value of plan assets at beginning of Year... ..o B $ 148 460" $117, 633 L — —
Actual gain on plan assets, net 12613 15589 b _9. -
- Employer contributions . ST i R ‘ ] 554 19,562 575 - 502
Participant contributions. . . ... e e T B 9 '8 - —
Benefits and administrative expenses paid......... PP J oo T (4949)  (4334) (575) ' (502)
Fair value of:plan assetsatend of year .......... Ceievei.e i, 3157687 $148458- - =
Reconciliation of funded status: ' . .
Fundedstatus . ............ e e e e L. $(24,904) $(17.589) $(8,067) $(6,577)
Contributions paid during lhe fourth QUATEET. .ottty ) 11 787 (138, 110
Unrecognized actuarial loss ...l S ) 0 53014 — 2 262
Unrecognized prior S€rvice COSL.. ... ..o v iiaiiunn, 0 2,033 .. — 106
Unrecognized transition asset. .. .o ... ouevurveenaeeannn. PR 0 - ‘1% — it
Net amount recognized atendofyear ....................ont. T $(24,893) § 38,246 $(7 929) $(3 988)

v o
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Amounts recognized in the Consolidated Balance Sheet

(as of December 31) for years prior te the adoption of SFAS 158;
100 T T £ A
Other Habilities . . . .. o0 .o\t
Accumulated other comprehenswe loss .vvevnnnn., e

Net amount recogmzed atendofyear.............. SR PR

Amounts recognized in the Consolidated Balance Sheet
(as of December 31) for years after the adoptlon of SFAS 158:
DT ASSETS. .« v v et ettt e iee ittt e it e

Other liabilities. . .. .. e S :

Accumulated other comprehensive loss ........................
Net amount recognized atend of year. ...........................

Amounts not yet recognized as a component of net periodic benefit .

"" cost and recognized in Accumulated other comprehensive income:
Imt:alnetobllgat:on...i.'.................................._...
Priorservicecost. ... ........... e P P

Accumulated other comprehensiveloss ................... .. ...
Cumulative employer contributions in excess of net periodic benefit
o

Net amount recogmzed at end of year............. PO

Components of net periodic benefit cost
RS o (ot oo
Interest Cost. .......oeuenun e e
Expected returnonplanassets............. ..o o,
Amortization of initial netasset.................... S
- Amortization of prior service cost.......... .. e
Amortization of net1oss ............0oiiiieiieieas .

Net periodic benefitcost .. J...... e

Changes recognized in other comprehenswe income
Other comprehensive (income) loss ........ PR
Increase in Accumulated other comprehensivé income (before tax)
to reflect the adoption of SFAS 158 ......ovvviii i,
Total recognized in other comprehensive loss . ... .. e

Estimated amounts that will be amortized from Accumulated other,’
comprehensive income for the year ended December 31, 2007
Imualnetasset............................................‘.

Additional year-end information for all defined benefit plans
Accumulatedbenefltobhgat:on................................;

Additional year-end information for pension plans with accumulated
. benefit obligations in excess of plan assets:

Projected benefit obligation ................. ... ..ol

Accumulated benefit obligation . .. ........ ... ..o Ll

Fairvalueof planassets........................ ... ... ...l
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Pension Benefits

Post-Retirement

$ 42,274

Benefits
2006 2005 2006 - 2005.
N/A $ 42204  N/A —
N/A  (14438) : NJA  (3,988)
N/A 10480  N/A-
NA § 38246 _ NA $(3.988)
$ 893 ‘N/A — N/A
(25,786) NA  (7929) N/A
— N/A — NA
$ 24893  N/A $(7929) N/A -
$ =8 — § (93) NA
(1;601) N/A (88) - N/A
* (49,726) N/A ~ (3491) N/A
$(51,327) N/A $(3672) N/A
$ 26,434 N/A ${4257) N/A
$ (24,893) N/A $(7,929) N/A
$ 9985 8- 9030 $. 133 § 94
0,419 8661 461 373
(11,116) . (9,789) — -
1 5 18 , 18
432 432 .. 18 18
3,868 2,955 243 121
$ 12589 § 11,294 § B873-$ 624
LG9S, M35 =5 —
T B
40,886 © NJA"" 3672  NJA
$740.847 § 243 $3672 § —
- st 18
$ 431 $. 18
$ 3,603 $ 269
$160,236 $147,662 . . )
$ 68,070 § 62,349
$ 58491 $ 54,758 ., .
$ 40,958




HEARST-ARGYLE TELEVISION, INC.

Notes.to Consolidated Financial Statements (Continued)

Conmbutions

During the year 2007 ‘the Company expects to contribute approximately $6 million to the Pensaon
Plans and approximately $0.5 million to the post-retirement benefit plan.

Expected Benefft Payments

Benefit payments ‘for the pen51on plans and post retirement benefit plan for the next 10 years are
expected to be as follows (m thousands)

o

Pension Behefits -+ . Post-Retirement Benefits

Year ending December 31, Year ending December 31,
2007 $ 5,130 2007 $ 544
- 2008 $ 5,547 2008 $ 503
: 2009 . $ 6,449 , 2009 $ 521 -
2010 T $ 7.484 2010 $ 540 -
2011 ©$ 8244 2011 $ 547
2012-206 $58,039 2012-2016 -~ $2,836

Assumpuons ) o .
. i
The weighted-average assumptions used for computmg the prOJected benefit obligation for the
) Company 8 Pensmn Plans as of the measurement dates of September 30, 2006 and 2005 were as follows

. Pension Beneﬁts
1 ; L . s . , - 2006 ., 2005 .

. Discount rate UUUTTRR erieteanearaseeianen e, 600% - 5.75%
Rate of compensation increase ......... i e 4.00% 4.00%

The weighted- average assumptlons used for computing the net periodic pension cost for the
Company’s Pension Plans in the years ended December 31, 2006, 2005 and 2004 were as follows:

Pension Benefits
2006 2005 2004

Discount rate . . ... U e 5.75% 6.00% 6.25%

Expected long-term rate of return on plan assets..................... 71.75% 1.75% 7.75%
Rate of compensation increase .................. v 400% 4.00% 4.00%

To'develop the expected long-term rate of return on assets assumptlons the Company con51dered the
current level of expected returns on risk free investments (primarily government bonds), the historical level
of the risk premium associated with:the other asset classes in which the portfolio is invested, and the
expectations for future returns of each.asset class. The expected return for each asset class was then L

- weighted based on the aggregate target asset allocation to develop the expected long-term rate of return
on assets assumption for the portfolio. The ‘expected rate of return assumption is then adjusted to reflect
investment and trading expenses. Since the Company’s investment policy is to actively manage certain asset
classes where the potential exists to outperform the broader market, the expected returns for those asset
classes were adjusted to reflect the expected additional returns. The Company reviews the expected
long-term rate of return on an annual basis and revises it as appropnate
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HEARST-ARGYLE TELEVISION, INC.
Notes to Consolidated Financial Statements (Continued)

The weighted-average assumptions used for computing the projected benefit obligation for the
Company’s post-retirement benefit plan as of the measurement dates of September 30, 2006 and 2005 are
as follows: i ‘ .~

+ . . . B i

Post-Retirement Benefits
. 2006 2005 °

Discount rate . ...... e [T . 6007{0 5.75%

The weighted-average assumptions used for computing the net per'i'édic l)‘enéfit'cdst for the
Company’s post—retnrement benefit plan in the years ended December 31 2006, 2005 and 2004 are

as follows: : ot
Post-Retirement Benefits
) 2006 2005 2004
DIiSCOUNt FAte . ... ovnit i e . 575% 6.00% 6.25%

For measurement purboses, the Company assumed a per capita health care benefit cost trend rate of
9.4% and 10.2% for persons retiring before and after age 65, respectively. These rates are assumed to
decrease gradually to 5% in 2013 and remain level thereafter. A Part D Subsidy trend rate of 12% was
- assumed for the Company. These rates are assumed to decrease gradually to 5% in 2013 and remain level
thereafter. Previously, a per capita health care benefit cost trend rate of 10.3% and 11% for persons
retiring before and after age 65, respectwely was assumed for 2005. These rates are assurned to decrease
gradually to 5% by 2013 and remain at that level thereafter.

The assumed health care cost trend rates have a significant effect on the amounts reported for the
health care plan. A oné-percentage-point change in assumed health care cost trend rates would have the

following effects: - - : S
One-Percentage- - One-Percentage-,
Point Increase_ . _Point Decrease
. > o ‘ (In thousands) ’
Effect on total of service cost and interest cost components . . . $ 72 $ (60)

Effect.on postretirement benefit obligation ................. " $895 $(757)

Savings Plans

The Company’s qualified employees may contribute from 2% to 16% of their compensation up to
certain dollar limits to self-directed 401(k) savings plans. In certain of the Company’s (but not all)
401(k) savings plans, the Company matches in cash, one-half of the employee contribution up'to 6% (i.e.
the Company matches up to 3%) of the employee’s compensation. The assets in the 401(k) savings-plans
are invested in a variety of diversified mutual funds. The Compariy contributions to the 401(k) savings
plans in the years ended December 31, 2606, 2005 and 2004 were approxunately $2 8 million, $2 7 mllllon
and $2 5 IT11“1011 respectlvely : - -

Multl-Employer Pension Plan

The Company participates in three multi-employer pension plans providing retirement benefits to
certain union employees. The Company’s contributions to the multiemployer union pension plans were
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’ o HEARST-ARG_YLE TELEVISION, INC. S

Notes to Consolidated Financial Statements (Continued)

$0.9 million, $0.8 million and $0.8 million in the years ended December 31, 2006, 2005 and 2004. No .
information is available for each of the other contributing employers for this plan.

16. Fair Value of Fmanc:al Instruments . ’ ‘ ’ o ' S Tre

The carrymg amounts and the estimated farr values of the Company s financial instruments for whrch

itis pracncable to estimate fair value are as follows (in thousands) o : : ey :
' December 31,2006 " December 31, 2008
] .. . N . . - Carrying Value : Fair Value  Carrying Value ~ Fair Value
Senior NOtes. . ..ovueriunerenennenn, g $407,110 $427 487, $417,110  $434,830
. . Private Placement Debt ............. S $360,000° $372,147  '$450000 . $484,676
. Note Payable to Capltal Trust B ' $134,021 3 _143,302 $134,021 5144546

The farr values of the Senior Notes were determlned based on the quoted market pnces and the falr
values of the Private Placemcnt Debt and the Note Payable to Capital Trust were determined using quoted

market prices on comparable debt instruments. . . - i £

" For 1nstruments including cash and cash’ equwalents accounts receivable, accounts payable and other
debt the carfying amount approximates fair value because of the short maturity of these ifistruments. In -
accordance with the' requrrements of SFAS No. 107, Disclosures About Fair Value of Financial Instruments,
the Company believes it is not practicable to estimate the current fair value of the related party r receivables

: and related party payables because of the related party nature of the transacttons .

. oo H
oLt P M

Quarterly Information (unaudited) .

. . ) Sl o
1st Quarter 2nd Quarter 3rd Quarter " 4th Quarter
006 . 2005 2006 2005(b) 2006 2005 2006 2005(c)
: ' ’ . (Ip thousands, except per share data} o
Total revenue . . . e e e .. $174,017 $162279 $193964 $188.453 © $182,993 5164,173 - §234,428 §191,978 .

i -

Operating income . . .~ .. ... e lieieiiie ! §039.237 5 39268 § 56653 .5 63,700 § 43166 § 36538 § 89719 $ 37935
Netincome....... e e $ 13,017 § 13,075 $ 25017 § 65614 § 16543 § 11,678 $- 44,1468 9,850
Income applicable to common stockholdcrs ......... ©$ 13,017 §$ 13073 +$ 25017 . $ 65614 § 16543 § 11678 $.44146 -§ 9,850
Income per commeon share basic:(a) . . : T ) ' . N
NetinCome. . ..o vvvnracciinaneeanannnns $ 014 § 014'$ 027 % 071 $ 018 $ 013 8§ 048 § 011
Number of common sharesg used in the calculatron vee. o 92,655 92,849 92,733 . 921810 92,721 92,867 92,871 92,1717 ,

- - . - Lo . i " * 4o
Income per common share dlluted {a) . , . R ) . . . . L
Netincome. ..........0coioiiiiiiiinionans § 014 5 014 $7027 S 0688 018 §-°013°§ 046§ 011° »
Number of common shares used in the caleularion . . .. 93,191, 93,319 93,197 98,334 93,154 93,254 98,971 93,076 -

Dividends declared per share. .-+ $ 007 $ 007 § 007 S 007 § 007 § 007 §, 007§ 007

(a) Per common share amaounts for the quarters and the full years have :ach becn calculated scpamtely Accordmgly quanerly amourns may not add
to the annual amounts because of differences in the average common shares outstanding during each period and, with regard to diluted per .
* gcommon share amounts only, because of the inclusion of the effect of potentially dilutive securities only in the pcnods in which such effect would

have been dilutive. . ' L

(b)  During the second quarter of 2005, 5'31.9 million in tax benefits were recorded as a result of the settlement of certain tax return examinations and
$5.5 million in tax benefits were recorded as a result of a change in Ohio tax law, H . . . 1

{(¢)  In December 2005, we recorded an impairment charge of $29.2 million to write down to fair value WDSU’s FCC license and goodwill, . .
. MR T
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES - -

(a) Evaluation of Disclosure Controls and Procedures. Our management performed an evaluation
under the supervision and with the participation of the Chief Executive Officer (“CEQ”) and Chief
Financial Officer (“CFO”) of the effectiveness of the design and operation of our disclosure controls and
procedures (as that term is defined in Exchange Act Rule 13a-15(¢)) as of December 31, 2006. Based on
that evaluation, our management, including the CEQ and CFO, concluded that our disclosure controls and
procedures were effective as of December 31, 2006.

WK Managemem s Annual Repon‘ on Intermal Control Over Financial Repornng Our management is
responsible for establlshmg and maintaining adequate internal control over financial reporting (as that-
term is defined in Exchange Act Rule 13a-15(f)). To evaluate the effectiveness of our internal control over

" financial reporting, the Company uses the framework in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the “COSO Framework™).
Using the COSO Framéwork our managemenit, incliding the CEO and CFO, evaluated the Company’s
intérnal control over financial reporting and concluded that our internal control over financial reporting
was effective as of December 31, 2006. Deloitte & Touche LLP, the independent registered public -
accounting firm that audits our consolidated financial statements included in this annual report, has issued
an attestation report on our management’s assessment of internal control over financial reporting, which is
included below. R T ; ‘ g

(c) Artestation Repart of the Independem Registered Public Accounrmg Firm
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM .

To the Board of Directors and Stockholders of 4
Hearst-Argyle Television, Inc:, '

" We have audited management s assessment, included in the accompanying Management’s Annual
Report on Internal Control over Financial Reporting, that Hearst-Argyle Television, Inc. and subsidiaries
(the “Company”) maintained effective internal control over financial reporting as of December 31, 2006,
based on the criteria established in /ntermal Control—Integrated Framework issued by the Committee‘of '
Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting. Qur responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the Company’s internal control over financial reporting
based on our audit. . '

We conducted our audit in accordance w1th the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was malntamed in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we-considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed by, or under the
supervision of, the company’s principal executive and principal financial officers, or persons performing
similar functions, and effected by the company’s board of directors, management, and other personnel to
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provide reasonable assurance regarding.the reliability of fmancnal reporting and the preparation of
financial statements for external purposes in accordance with generally accepted” accounting’ principles. A
company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and

_ dlsposmons of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made onlyin - - R
accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements. ' .

Because of the inherent limitations of internal control over financial reporting, including the
p0551blllty of collusion or improper management override of controls, material misstatements due to error
o fraud may not be prevented or detected on & tlmely basis. Also prolectlons of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in-conditions, or that the degree of compliance
with the policies or proccdures may deteriorate. .

In our opinion, management’s assessment that the Company mamtamed effective internal control
over fmanc1a1 reporting as of December 31, 2006, is fairly stated, in'all material respects, based on the
criteria established in Internal Control—Integrated Framework issued by the Committée of Sponsoring
) Orgamzanons of the Treadway Commission. Also in our opinion, the Company maintained, in all material

respects, effective internal control over financial reporting as of December 31, 2006, based on the criteria
“established in Internal Control—Integrated Framework issued by the Commlttee of Sponsormg
. Organizations of the Treadway Commission. %’ C

We have also audited, in accordance with the standards of the Public Company Accounting Oversnght
Board (United States), the consolidated financial statements and financial statement scheduile as of and for
the year ended December 31, 2006 of the Company and our report dated February 26, 2007 expressed an
unqualified opinion on those consolidated financial statements and financial statement schedule and
included an explanatory paragraph regarding the Company’s adoption of Statement of Financial’
Accounting Standards.No. 123(R), Share-Based Payment, and Statement of Financial Accountmg
Standards No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans.

/s/ DELOITTE & TOUCHE LLP -
New York, New York ‘ _
February 26, 2007 ' L

(d) Changes in Intemal Control Over Financial Reporting. Our management including the CEQ and
CFO, performed an evaluation of any changes that occurred in our internal control over financial
reportmg during the fiscal quarter ended December 31, 2006. That evaluation did not identify any changes
in our internal control over financial réporting that have materially affected, or-are reasonably likely to
materially affect, our internal control over financial reporting. :

ITEM 9B. OTHER INFORMATION
Not applicable. '
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v+ PARTIII
TTEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information called for by Item 10 will be set forth in our definitive Proxy Statement relating to the
2007 Annual Meeting of Stockholders to be held on May 3, 2007, which will be filed within 120 days of the
end of our fiscal year ended December 31, 2006 (the “2007 Proxy Statement”) and is mcorporated by
reference into this report.

ITEM 11. EXECUTIVE COMPENSATION : - S | 1

Information called for by Item 11 will be set forth'in the 2007 Proxy Statement, and is mcorporated by
reference into this report. . : : .

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND M.ANAGEMENT :
.AND RELATED STOCKHOLDER MA'ITERS . e w 4

Information called for by Item 12 will be set forth in our 2007 Proxy Statement and is mcorporated by
reference into this report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECT OR
INDEPENDENCE

Information called for by Itém 13 will be set forth in our 2007 Proxy Statement and is mcorporated by
reference into this report : : P

o

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information called for by Item 14 w1ll be set forth in the 2007 Proxy Statement and is mcorporated by
reference into this report. : : poe .

1

\ - PART IV
ITEM 15. EXHIBITS AND FIN'ANCIAL:S'I‘ATEMENT SCHEDULES
(a) Financial Statements, Schedules and Exhlblts
(1) The financial statements listed in the Index for Item 8 hereof are filed as part of this report.

(2) The financial statement schedules required by Regulation $-X are included as part of this report
or are included in the information provided in the Notes to Consolidated Financial Statements,
which are filed as part of this report. N

Y . < . . ] v
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SCHEDULE II VALUATION AND QUALIFYING ACCOUNTS

HEARST-ARGYLE TELEVISION, INC.. =~ - . S I
Additions
Balanceat . Chargedto’. .. Balance at
S . : ‘ Begmnmg of . Costsand | - . End of
Descrlptlon i A L Year . _Expenses Deductions(l) Year
Year Ended December 31 2004: ) ‘ , S ; '
Allowance for uncollectible accounts .......  $4,109,000 $125000 $ (950,000)  $3,284,000
Year Ended December 31,2005: ' e : :
Allowance for uncollectible accounts........ - -$31284,000 $888,000-  $(1,229,000) $2,943,000
Year Ended December 31, 2006: - o g _' C S o
Allowance for uncollectible accounts: .. . .. .. 2'$2,943,000  $916,000  $(1,479,000) $2,380,000

(1) Neét write- offof accounts recervable TSRS

(3) The followmg exhibits are filed as a part of this report

Y IS P o

’Exmbu _' . e .o
No. C v ‘Description *
10.5 Amendment No. 9 to Service Agreement, dated asJ anuary 1, 2007, between the Company and

i 'TheHearStCorporatlon G e A 1

" 10.6 . Fourth Extension of the Amended and‘Renewed Option Agreement dated as of January 1
" 2007, between the Company and The Hearst Corporation. .

© 107 " Fourth Eitension of the Amended Studio Lease Agreement, datédas of J anuary 1, 2007,
‘ between the Company and The Hearst Corporanon

"10.10 ©  Incremental Credit Agreement dated as of November 21, 2006; amdng the Company, the
Incremental Lenders , party thereto and JPMorgan Chase Bank, N A’ as Admlmstratwe
! Agent Ctr ' Y
10.15 Amended and Restated Employment Agreement dated as of January 1, 2005, between the
- Company and Harry T. Hawks.

'10.18  Employment Agreement dated as of January 1 2007 between the Company and
Philip M. Stolz. =~

211  List of Sub51d|arles of the Company

23.1 .;Consent of Independent Registered PUbllC - Accounting Firm.
24.1 Powers of Attorney (contained on signature page).

31.1 Certification by David J. Barrett, President and Chief Executive Officer, pursuant to’
- . Section 302 of the Sarbanes Oxley Act.of 2002.. . .

31.2 e Certificatior by Harry T. Hawks, Executive Vice President and Chlef Financial Officer,
pursuant to Section 302 of the Sarbanes Oxley Act of 2002. ' -

32.1';" o Certlfrcatron by David J. Barfett, President and Chief Executive Officer; and Harry T. Hawks,
‘ Exécutive Vice President and Chief Flnanmal Officer, pursuant to Section 906 of the Sarbanes
Oxley Act of 2002.
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(b} Exhibits

The foilowing documents are filed or incorporated by reference as exhibits to this report,

Exhibit
No. Description

2.1 Amended and Restated Agreement and Plan of Merger, dated as of March 26, 1997 among
The Hearst Corporation, HAT Merger Sub, Inc., HAT Contribution Sub, Inc. and Argyle
(incorporated by reference to Appendix A of the proxy statement/prospectus mcluded inour
Registration Statement on Form S-4 (File No. 333-32487)).

22 Amended and Restated Agreement and Plan of Merger, dated as of May 25 1998, by and
among Pulitzer Publishing Company, Pulitzer Inc. and the Company (mcorp_orated by
. reference to Annex I to our Registration Statement on Form §-4 (File No. 333-72207)).

3.1 Amended and Restated Certificate of Incorporation of the Company (incorporated by
reference to Appendix C the proxy statement/prospectus included in our Registration
Statement on Form S-4 (File No. 333-32487)). -

3.2 Amendment No. 1 to the Amended and Restated Certificate of Incorporation of. the Company
(incorporated by reference to Exhibit 3.3 of our Annual Report on Form 10-K for the fiscal®
year ended December 31, 1998). :

3.3 Amended and Restated Bylaws of the Company (mcorporated by reference to Exhibit 3.2 of
* our Registration Statement on Form S-4 (File No. 333-72207)). -

4.1 Indenture, dated as of November 13, 1997, between the Company and Bank of Montreal Trust
Company, as trustee (incorporated by reference to Exhibit 4.1 of our Current Report on
Form 8-K dated November 12, 1997 (File No. 000-27000))., .

4.2 First Supplemental Indenture, dated as of November 13,1997, between the Company and Bank
of Montreal Trust Company, as trustee (incorporated by reference to Exhibit 4.2 of our
Current Report on Form 8-K dated November 12, 1997 (File No. 000-27000)).

43 Global Note representing $125,000,000 of 7% Senior Notes Due November 15, 2007
(incorporated by reference to Exhibit 4.3 of our Current Report on Form 8-K dated
November 12, 1997 (File No. 000-27000)).

44 Global Note repi‘esenting $175,000,000 of 72% Debentures Due November 15, 2027
(incorporated by reference to Exhibit 4.4 of our Currént Report on Form 8-K dated
November 12, 1997 (File No. 000-27000)).

4.5 Second Supplemental Indenture, dated as of January 13, 1998, between the Company and Bank
of Montreal Trust Company, as trustee (incorporated by referénce to Exhibit 4.3 of our
Current Report on Form 8-K dated January 13, 1998 (File No. 000-27000)).

4.6 Specimen of the stock certificate for the Company’s Series A Common Stock, $.01 par value
per share (incorporated by reference to Exhibit 4.11 of our Annual Report on Form 10-K for
" the fiscal year ended December 31, 1998). . :

4.7 _Form of Registration Rights Agreement among the Company and the Holders (incorporated
by reference to Exhibit B to Exhibit 2.1 of our Schedule 13D/A, filed on September 5, 1997
(Flle No. 005-45627)).

48 . Form of Note Purchase Agreement, dated December 1, 1998, by and among the Company, as
' ‘issuer of the notes, and the note purchasers named therein (including form of note attached as
an exhibit thereto) (incorporated by reference to Exhibit 4.13 of our Registration Statement on
Form S-4 (File No. 333-72207)).

J
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Exhibit
No,

e -
. Description ) e

4.9.

410

411 -~

102 -

10.3
104

10.5
106
10.7

108

" 109

10.10

10.11

-7 on Form 8-K dated December 20 2001).

‘ September 30 2000)

Amended and Restated Declaration of Trust of Hearst-Argyle Capital Trust (incorporated by.
reference to Exhibit 99.1 of our Current Report on Form 8-K dated December 20, 2001).

Terms of 7.5% Series B Convertible-Ereferred_Secur'ities and 7:5% Series B Convertible
Common Securities (incorporated by. reference to Exhibit 9.2 of our Current Report on

- Form- 8 K dated December 20, 200])

Indenture dated as of. December 20, 2001, by Hearst Argyle Telev1s10n Inc 10 Wl]mlngton
Trust Company; as Trustee (incorporated by reference to Exhibit 99.3 of our Current Report

v £ '

Reglstratlon nghts Agreement by and among Hearst-Argyle Television, Inc and the

_purchasers of the Trust Preferred Securrtles (incorporated by refergnce to Exhlblt 99.4 of our-

Current Report on, Form 8-K dated December 20, 2001) ‘ . .

Letter Agreement between the Company and NBC Telev151on Network dated -June 30, 2000

(incorporated by reference to Exhibit 1() 2.0f our Quarterly Report for the fiscal quarter ended
-t q o o - .

Affiliation Agreement, dated as of December 4, 2005; between the ABC Television Network

and the Company (incorporated by reference to Exhlbrt 10.2 of our Annual Report on
Form 10:K for the fiscal year ended December 31, 2005) :

Affiliation Agreement, dated as of November-28, 2005, between Hearst-Argyle Propertles Inc.

‘and CBS Broadcasting, Inc. (incorporated by reference to Exhlblt 10 1 of our Current Report

on Form 8-K filed November:29, 2005) ‘
Affiliation Agreement, dated as of November 28, 2005 between ‘the Company and CBS

o Broadcastmg, Inc. (mcorporated by reference to Exhlblt 10 2 of our Current Report on

Form 8-K filed November 29, 2005).

-Amendment No. 9 to Service Agreement dated as of J anuary 1, 2007 between the Company' -
and The Hearst Corporation. -~ - R

Fourth Extensron of thé Amended and' Renewed Optlon Agreement dated -as of January 1,

2007, between the Company and The Hearst Corporatlon

Fourth Extensmn of the Amended Studio Lease Agreement, dated as of January 1 2007

.between the Company and The Hearst Corporatlon

Amended and Restated Retransmission Rights Agency Agreement, dated as of January 31,
2006 between Lifetime Entertainment Services and the Company (incorporated by reference
to Exhibit 10.10 of our Annual Report on Form 10-K for the fiscal year ended December 31,
2005).

Flve-Year Credlt Agreement dated April 15; 2005; among the Company, the Lenders party
thereto, JPMorgan Chase Bank, N.A.as Administrative'Agent, Bank of America, N.A., and
Wachovia Bank, National Association as Co-Syndication Agents, and Harris Nesbitt and BNP
Paribas as Co-Documentation Agents (incorporated by reference to Exhibit 10 1 of our Current
Report on Form:8-K filed April 21, 2005). ‘

Incremental Credlt Agreement dated as of Novembér 21 2006 among the Company, the

'Incremental Lenders party thereto, and JPMorgan Chase Bank, N.A. as Admlnlstratlve Agent.

Amended-and Restated 1997 Stock Optlon Plan (incorporated by reference to Exhlblt 10.21 of
our Annual Report on Form 10-K for the fiscal year ended December 31, 2002).
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Exhibit

321

e

| , 0x]eyActof2OCQ S

No. S Descnptmn - !
1012 2003 Incentwe Compensatlon Plan (mcorporated by reference to Exhrbrt 10.22 of our: Annual
_ : Report on Form 10-K- for the fiscal year ended December 31, 2002) i« ;
10.13 "-°2004 Long Term Incentwe Compensation Plan (lncorporated by reference to Exhrblt 99.2 of
: " our Current Report on Form 8K filed October 28, 2004)
- 10.14 Employment Agreement, dated as of December 22, 2005 between the Company and David J.
‘- Barrett (incorporated by reference:to Exhibit 10.1 of our. Current Report on Forrn 8 K flled
N December 22, 2005). ¢ 4 P /AR S
10.15°  Amended and Restatéd Employment Agreement dated as of January 1, 2005 between the
o 'Company and Harry T. Hawks. - . .
10.16 Employment Agreement dated as of January 1 2006 bétween the Company and Steven A.
Hobbs (incorporated by reference to Exhibit 10. 1 of our Current Report on Form 8-K ‘nled
' _FebruaryIO 2006) T T S I R N T
10.17 -7 Employment Agreement dated as of January 1, 2006 between the Company and Terry Mackin
' (incorporated by referfence to Exhibit 10.2 of our Current Report on Form 8- K frled _
February 10, 2006). '« ?'1 e LA Lo -
. 10.18 Employment Agreement dated as of January 1; 2007 between the Company and’
C Philip M. Stolz, - e o ne
211 T List Of Subsidiarjes of the Company . S .
231" Consent of Independent Regrstered Public Accounting Frrrn i .
241 . Powers of Attorney (contamed on s1gnature page). TP
- 311 -Certrflcatlon by David J. Barrett President and Chief Executwe Ofﬁcer pursuant 10
Section 302 of the Sarbanes Oxley Act of 2002. . - : SN N
312 .- ,Certlflcatron by Harry T Hawks Executive Vice Pre51dent and Chref Fmancral Offlcer
© pursuant to Sectlon 302 of the Sarbanes Oxley Act of 2002.
\ Cert1f1cat10n by Davtd J. Barrett, Presrdent ‘and Chief Executive Officer and Harry T. Hawks, :

Executive Vice Presrdent and Chief- Fmancral Offrcer pursuant to Sectlon 906 of the Sarbanes

1:‘\- 1
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the

HEARST-ARGYLE TELEVISION, INC.

By: /s/ JONATHAN C. MINTZER

Company has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized. ;

Name: Jonathan C. Mintzer

Title: Vice President, General Counsel and Secretary

Dated: February 23, 2007

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed

Signatures

/s{ DAVID J. BARRETT

David J. Barrett

/s HARRY T. HAWKS

Harry T. Hawks

/s LYDIA G. BROWN

Lydia G. Brown

Js! VICTOR'F. GANZI

Victor F. Ganzi

/s/ FRANK A. BENNACK, JR.

Frank A. Bennack, Jr.

/s/ JOUN G. CONOMIKES

John G. Conomikes

/s/ KEN J, ELKINS

Ken J. Elkins

/s/ GEORGE R. HEARST, JR.

George R. Hearst, Jr.

s/ WILLIAM R, HEARST, 111

William R. Hearst, 111

/s/ BOB MARBUT

Bob Marbut

below by the following persons on behalf of the Company in the capacities indicated.

Title

President, Chief Executive
Officer and Director
(Principal Executive Officer)

Executive Vice President and
Chief Financial Officer

(Principal Financial Officer)

Corporate Controller

(Principal Accounting Officer)

Chairman of the Board

. Director

Director

Director

Director

Director

Director
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Date

February 23, 2007
February 23, 2007

February 23, 2007
February 23, 2007
February 23, 2007
February 23, 2007
February 23, 2007

February 23, 2007

_February 23, 2007

February 23, 2007




Signatures

/s/ GILBERT C. MAURER

Gilbert C. Maurer

/s{ MICHAEL E. PULITZER, SR.

Michael E. Pulitzer, Sr.

/s/ DAVID PULVER

David Pulver

/s/ CAROLINE L. WILLIAMS

Caroline L. Williams

96

Title

Director

Director

Director

Director

Date

February 23,2007

February 23, 2007

February 23, 2007

February 23, 2007




We consent to the incorporation by refefence in Registra’tion Statements No. 333-61101 as amended;

No. 333-35051; and No. 333-88216 of Hearst-Argyle Television, Inc. on Form S-3, and in Registration
 Statements No. 333-115280; No. 333-115279; No, 333-75709; and No. 333-35043 of Hearst-Argyle
Television, Inc. on Form S-8,"of our reports dated'February.26,:2007, relating to the (1) consolidated :
fmancnal statements and financial statement schedule of Hearst-Argyle Television, Inc. (which report.
expresses an unqualified opinion and mcludes an explanatory paragraph relating to.the Company s
" adoption of Statement of Financial Accounting Standards No. 123(R), Share-Based Payrent, and’

Statement of Financial Accountmg Standards No. 158, Employers Accoummg for Deﬁnea’ Beneﬁt Pens:on
and Other Postretirement Plans)-and (2) management’s report on the effectiveness of internal control over -
financial reporting, appearing’in thlS Annual Report on Form 10-K of Hearst-Argyle Television, Inc for

the year ended December 31, 2006. o

. /s/ DELOITTE & ToUCHE LLP..,

e,

New York; New York S e
" February 26, 2007
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Exhibit 31.1
CERTIFICATION
Certification of Chief Executive Officer and President

I, David J. Barrett, certify that:

1.
2,

I have reviewed.this annual report on Form 10-K of Hearst-Argyle Television, Inc. (the “registrant™);

Based on my knowl;f:dge,' this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statemients were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash,
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared; '

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

{d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s fourth fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors {(or persons performing the equivalent functions):

(a) Allsignificant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s ability
to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2007

/s DAVID J. BARRETT

David J. Barrett
President and Chief Executive Qfficer




Exhibit 31.2

CERTIFICATION

Certification of Chief Financial Officer and -Executive Vice President

[, Harry T. Hawks, certtf‘}.r that:” . . SR

1.
2,

I have reviewed this annual report on Form 10-K of Hearst-Argyle Television, Inc. (the “registrant”);

Based on my knowledge, th:s report: does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made in light of the circumstanceés under
which such statements were made not mlsleadmg with respect to the period covered by this report;

Based on my knowledge, the f1nanc1al statements, and otherl fmanc1al_ 1nf0rmat19n included in this .
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report; = .t~ -7

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)} and .
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have: ' '

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is, made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles; i

(c) Evaluated the effectiveness of the registrant’s disclosure control$ and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s fourth fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

{(a) Allsignificant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s ability
to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other emp]oyees who have
a significant role in the registrant’s internal control over financial reporting.

Date:i:ebruary26,2007 N ' . - '

fs/f HARRY T. HAWKS

Harry T. Hawks
Executive Vice President and Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO .
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certify that pursuant to the provisions of 18 U.S.C. 1350(a), the Annual
Report on Form 10-K for the year ended December 31, 2006 (the “Form 10-K”) of Hearst-Argyle
Television, Inc., a Delaware corporation (the *Company”}, fully complies with the requiréments of
Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d)) and that information
contained in the Form 10-K fairly presents, in all material respects, the financial condltlon and results of
operations of the Company at and for the periods indicated.

Dated: February 26, 2007

By: /s/ DAVID J. BARRETT
Name: David J. Barrett
Title: President and Chief Executive Officer

By: /s HARRY T. HAWKS
T ' Name: Harry T. Hawks
L ' Title: Executive Vice President and Chief Financial Officer
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This report includes or incorporates forward-looking statements. We bused these forwurd-looking stalements on our current expectations and projections about future events.
These forward-looking stalements generally can be identified by the use of statements that include phrases such as "anticipate] *will,” "may,” “likely,” “plan,” "believe” "expect,” |
“intend.” "project,” "forecast” or other such similar words and/or phrases. For these statements, the Company ¢laims the protection of the safe harbor for forward-looking state-

ments contained in the Private Securities Litigation Reform Act of 1993, The forward-looking statements contained in this report, concerning, amang other things, 1rends and ;
projections invelving revenue, income, carnings. cash flow, liquidity, operuling expenses, assets, Habilities, capital expenditures, dividends and capital structure, invelve risks |
and uncesingies, and are subject to change hased on various important factors. Those faclors include the impact on our operations from changes in Federal regulation of"
broadcasting, including changes in Federal communications laws or regulations; local regulatory actions and conditions in the areas in which our stations operite; competition |
in the hroadeast welevision murkets we serve; our ability to obtain quality programming for our television stations; successful integration of elevision stations we acquire; pric-
ing fluctuations in local and nationul advertdsing: changes in national and regional economies; changes in advertising trends and our advertisers’ financial condition; and |
volatilily in programming costs, industry consolidation, technological developments, and major world events. These and other matiers we discuss in this report, or in the |
documents we incorporate by reference into this report, may cause actual results w differ from those we describe. We undertake no ohligation 10 update or revise any forward- |
looking statements, whether as a result of new information, fulure events or otherwise. i
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